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STUDY OF CIVIL WORKS 


FRIDAY, MAY 2, 1952 


COMMITTEE ON PuBLic Works, 
SrecraL Suscommirrer To Strupy Civin Works, 
Washington, D. C. 

The special subcommittee met, pursuant to adjournment, at 10:05 
a. m., in room 1302, New House Office Building, Hon. Robert E. 
Jones, Jr., presiding. 

Charles D. Curran, staff director. 

Mr. Davis. Mr. Jones is apparently unavoidably delayed, but be- 
cause the present occupant of the chair knows Mr. Buchanan is a 
very, very busy man always and especially in these days, I am going 
to ask him to come around because we are trying to build a record, 
Mr. Chairman, and we can save your time. Also the other members 
will avail themselves, of course, of the printed record. So if you do 
not mind with a very small beginning in numbers we will get under 
way. 


STATEMENTS OF THOMAS C. BUCHANAN, CHAIRMAN, FEDERAL 
POWER COMMISSION; NELSON LEE SMITH, COMMISSIONER, FED- 
ERAL POWER COMMISSION ; CHARLES W. SMITH, CHIEF, BUREAU 
OF ACCOUNTS, FINANCE, AND RATES, FEDERAL POWER COMMIS- 
SION; FRANCIS L. ADAMS, CHIEF, BUREAU OF POWER, FEDERAL 
POWER COMMISSION; ROGER B. McWHORTER, CHIEF ENGINEER, 
FEDERAL POWER COMMISSION; AND WILLARD W. GATCHELL, 
ASSISTANT CHIEF COUNSEL, BUREAU OF LAW, FEDERAL POWER 
COMMISSION 


Mr. Bucuanan. If that is your pleasure we will be glad to go right 
ahead. 

I have, Mr. Chairman, a prepared statement which I will read into 
the record, if that is acceptable. 

Mr. Davis. Mr. Chairman, this is quite a lengthy statement and I 
know it will be a thorough one. May I suggest that you read for a 
little while. I should not ask you to take the time to read it all, but as 
one or two other members of the committee come in then I would sug- 
gest that we refrain from listening to all of your prepared statement 
and then you can make certain high-light observations in your judg- 
ment, if that suits vou. 

Mr. Bucuanan. That would be all right. 

Mr. Davis. Then, of course, the entire statement would be made 
a part of the record. 
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Mr. Bucuanan. Mr. Chairman and members of the subcommittee, 
responding to your recent invitation I am pleased to appear before 
you today on behalf of the Federal Power Commission and inform 
you in some detail regarding the relationship between the Commis- 
sion’s primary responsibilities and its activities in connection with 
Federal programs for the development and utilization of water re- 
sources. 

It is hardly necessary to remind you that the Commission is con- 
cerned primarily with its licensing and regulatory functions. In 
addition, however, it has been given statutory responsibilities for the 
performance of other duties relating to the development and utiliza- 
tion of the water resources of the Nation, particularly with respect 
to Federal multiple-purpose water-control projects. 

Under part I of the Federal Power Act, the Commission issues 
licenses to citizens, corporations, States, and municipalities author- 
izing the construction, operation, and maintenance of water-power 
projects on streams over which the Congress has jurisdiction and on 
the public domain. It is necessary under the act that each project 
so licensed shall be best adapted in the judgment of the Commission 
to a comprehensive plan for the development and utilization of the 
water resources involved, and in order to arrive at such judgments 
it is obviously necessary that the Commission carefully investigate 
each applicant’s proposed works to ascertain whether they meet the 
requirements of the act. In the conduct of such investigations, 
which incidentally are absolutely essential to the proper administra- 
tion of the act, the Commission and its staff quite naturally gain much 
information which proves to be very valuable in the discharge of the 
Commission’s responsibilities with respect to Federal reservoir proj- 
ects involving power development. 

Section 4 (a) of the Federal Power Act authorizes the Commission 
to make investigations concerning the location, capacity, develop- 
ment costs, and relation to markets of water-power sites in the United 
States, and collect data concerning the utilization of water resources; 
and section 4 (c) thereof authorizes the Commission to cooperate with 
the executive departments and other agencies of the National Gov- 
ernment and with State governments in the conduct of such investi- 
gations. Here, and in flood control and river and harbor legislation, 
we find the statutory authority for the Commission’s activities relat- 
ing to Federal water-control projects performed in cooperation with 
other departments of the Government, principally the Department 
of the Army and the Department of the Interior. 

The Commission must consider, in the case of each application for 
a complete water-power project, the question of economic feasibility, 
including marketing problems, and the safety and adequacy of the 
proposed construction; and if a license is to be issued, must fix the 
dates for beginning and completing construction, and, with due con- 
sideration to water use for purposes other than power production, 
determine the initial and ultimate power installations. 

Proper consideration of such applications requires basin-wide in- 
vestigations and power-market surveys. In these licensing studies 
the Commission’s staff does not do field work of the character of 
foundation explorations or instrumental surveys, but relies princi- 
pally upon basin-wide investigations previously made by other Fed- 
eral agencies and upon engineering data supplied by applicants. The 
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reports of investigations made by other Federal agencies generally 
deal primarily with projects and programs providing for municipal 
water supply, navigation, flood control, irrigation, and other public 
purposes. 

An intimate knowledge of the characteristics and magnitude of the 
power market to be served from a new project is of prime importance 
in the determination of the initial and ultimate power installations. 
A hydroelectric plant backed by a reservoir of substantial capacity is 
normally operated to carry peak loads, and moreover is like a storage 
battery in that the entire installed capacity thereof may be brought 
into service quickly when generating facilities elsewhere in the system 
go out of commission because of accident or for other reasons. It is 
desirable, therefore, generally speaking, to make liberal provision for 
installed capacity in such plants, although the installation of only a 
minor part of the contemplated ultimate capacity may be justified 
initially. It is generally the capacity value of storage hydroelectric 
projects that contributes most importantly to their economic feas- 
ibility, and as to each such project provision for the ultimate power 
installation is made only after thorough consideration of the present 
and probable future characteristics of the load to be served. 

Information gained from power market and river basin surveys 
made in the exercise of the licensing function has also proved to be 
very valuable to the Commission in connection with its regulatory 
activities, particularly those relating to the interconnection and coor- 
dination of power systems, and emergency connections during periods 
of national stress. 

Thus it is seen that as a result of the exercise of its licensing and 
regulatory functions the Commission is always well prepared to render 
a valuable consulting and advisory service not only to the construc- 
tion agencies but also to the President, the Congress, and the Bureau 
of the Budget, all of whom have on many occasions availed them- 
selves of the objective consideration which the Commission, as a non- 
operating and nonconstructing agency, is able to bring to proposals 
for water resource development; and this advisory service entails but 
little expense in addition to that necessary for the proper discharge of 
the Commission’s primary responsibilities. 

The Federal Power Commission is the only agency of the Federal 
Government authorized by law to collect information on all aspects 
of the electric power industry throughout the United States, includ- 
ing complete details on generating plants, transmission lines, operat- 
ing characteristics, interconnections, and so forth, of every power 
facility regardless of size or ownership (see sec. 311 of Federal Power 
Act). If public and private hydroelectric developments, including 
Federal projects, are to be planned intelligently and designed for eco- 
nomical integration into regional power systems, this particular 
knowledge must be utilized fully. The Commission is, therefore, in a 
unique position to provide information on power planning for the 
benefit of other agencies of the Federal Government and for the in- 
formation of the Congress and the public, a service which is necessary 
to the full utilization of our power resources in the interest of both the 
national defense and the peacetime economy of the Nation. — 

The several subjects upon which you desire the Commission’s com- 
ment will now be taken up and discussed. 
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PROCEDURES FOR THE AUTHORIZATION AND CONSTRUCTION OF PROJECTS 


The Commission’s responsibilities do not extend to the construction 
of Federal water-control projects and hence the Commission is not 
officially concerned with that subject. It has a very direct interest, 
however, in the procedures which lead to the authorization of such 
projects by the Congress. 

It has been noted that in the past the authorization of projec cts by 
flood control and river and harbor acts have taken a number of forms, 
including (1) authorization of single projects; (2) authorization of 
entire river-basin plans; and (3) approval of basin plans with author- 
ization granted for only ane projects considered desirable for initi- 
ation of the program. The Commission regards the latter method as 
preferable. 

Under this procedure the Congress would give its approval to a 
basin plan as a guide to Federal agencies conc mena with the devel- 
opment of water resources, including the issuance of licenses author- 
izing non-Federal participation therein; but the Congress would be 
free to modify the plan at any time to incorporate improvements, 
The object of water resources development planning should be to 
achieve maximum utilization of the available water resources. 

Water resources development planning, in order to be fully effec- 
tive, must be accommodated to economic and social changes, whether 
anticipated or not, and by confining congressional authorization for 
Federal construction to those needed developments which can be 
shown to achieve maximum utilization of water-power resources, 
within the limits of available Federal funds, Congress will be reserv- 
ing to itself complete freedom of action, thus assuring more orderly 
and more complete development of the resources. It would seem bet- 
ter to defer authorizations of projects within approved basin-wide 
plans until early construction thereof is definitely contemplated. 


PROJECT FORMULATION 


Proposals for the development of water power are viewed by the 
Commission in the light of their adaptability to basin-wide compre- 
hensive use of the water resources for power ore on and other 
beneficial public purposes, this course being ee yy the Federal 
Power Act. Aside from this requirement of law, however, the Com- 
mission is in full agreement with o concept of multiple-purpose 
comprehensive deve lopment of the Nation’s water resources. 

As previously indicated, the Commission participates in the formu- 
lation of Federal reservoir projects by serving as consultant and ad- 
viser to the construction agencies which are primar ily responsible for 
the investigation and construction of such projects. 

The Flood Control Act of June 28, 1938, and subsequent flood con- 
trol and river and harbor acts charged the Commission with joint 
responsibility with the Chief of Engineers, United States Army, for 
recommendations to the Secretary of the Army with respect to the 
installation of penstocks or other facilities adapted to possible future 
use in the development of hydroelectric power at the dams authorized 
by such acts. 

I might say at this point this authority should be continued. It 
even might be broadened to include reclamation projects and projects 
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that come within the jurisdiction of the Department of the Interior. 
We can see no difference between the two construction approaches. 

It is not possible to determine whether the installation of penstoc ks 
for the preservation of power values inherent in a reservoir project 
would be justified without making thorough engineering studies of 
the power pote ntialities of the project ; : nor is it possible to determine 
whether the proposed reservoir would constitute a proper part of : 
presto Heme plan for development of the water power resources of 
the river basin wherein the project is located without making such 
studies. 

Mr. Davis. Mr. Chairman, if there would be no objection I am still 
laboring on your observation that that joint responsibility may well 
be extended to the Department of the Interior. 1 think that is rath 
significant. 

Mr. Curran is our professional staff member. Mr. Curran, have 
you given any thought to that pea ular feature and, if so, should 
like to have you pursue it for the benefit of the chairman because I 
think it is rather significant. 

Mr. Curran. Mr. Davis, that is a specific item that I thought should 
be brought up at this hearing. As I understand it, under law the 
Federal Power Commission is required to work with the Corps of 
Engineers to determine whether or not penstocks should be installed 
at the dams built by the Corps of Engineers and whether or not there 
are any hydroelectric potentialities. Y our question, or the question 
that you touched on, is whether that law should be extended to other 
agencies, particularly the Bureau of Reclamation. That particular 
point, of course, is of major interest not only to this subcommittee, 
but to the full Public Works Committee, because the Public Works 
Committee is the only committee of the House of Representatives 
charged under the Rules of the House with xr sponsibility for 
Federal water power activities. 

Mr. BucHanan. That is what I am suggesting here, Mr. Chairman. 
The Flood Control Act of 1938 does give us the authority to review 
the plans and specifications and so forth, and the design of the dam, 
leading to the question of whether penstocks should be included or 
whether they should not be. In fact, we can see no difference between 
the Army projects where we have that authority and reclamation 
projects where we do not have that authority. When you consider 
the fact that we are a consulting agency—we are an advising agency— 
why should we advise the Corps of Engineers and not the Department 
of the Interior if that is the function we are to perform!’ We do 
not see the difference between the two. 

Does that answer your question, Mr. Curran ¢ 

Mr. Davis. I think the point is very ¢ rs ar that it should be extended 
because we recognize the fundamental responsibility of the Federal 
Power Commission, that you do it over-all and not just go at it piece- 
meal. | can see where some benefits might come because of your 
advice or some detriment might come because vou were not properly 
consulted so you could not give your advice. You know more about 
the question than any other agency in the country, and you should, 
because you are directed to by law as the responsible agency. 

Mr. Curran. Mr. Buchanan, there is another agency of the Gov- 
ernment building dams, the International Boundary and Water Com- 
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mission, United States and Mexico. It is now constructing a dam 
on the Rio Grande which will include power installation. I believe 
it is making further studies on the river. Does the Federal Power 
Commission work with that agency ? 

Mr. Bucuanan. I do not believe so. Mr. Adams, Chief of our 
Bureau of Power, will answer that question. 

Mr. Apams. We have no official responsibility for working with 
that agency, but at their request our Fort Worth office has assisted 
them in making power market studies and power value studies which 
they have used in their own engineering organization in carrying out 
the plans for the international projects on the Rio Grande; but that 
is the only participation we have had in their work. 

Mr. Curran. So that I am correct in this then: In the planning of 
additional dams you would not know until after the fact whether 
or not there would be provision for power installation there? You 
would not advise that Commission in the design ? 

Mr. Apams. That isright. We have not been called upon to advise 
them in any manner as to the nature and extent of the power instal- 
lation—only on the power markets and power values. 

Mr. Davis. You think that should be included though Mr. Adams? 
You agree with your chairman. 

Mr. Apams. I think that all Federal projects should be in the same 
category. I see no basis for any distinction. 

Mr. Davis. Of course, that is a ridiculous question as to whether he 
approves the chairman’s statement. Nevertheless, I am thinking a 
little bit deeply on it. 

Do you want to ask a question, Mr. Angell ? 

Mr. Ancety. Mr. Davis, what is the jurisdiction of your Commission 
over international streams such as the St. Lawrence ? 

Mr. BucHanan. We have the jurisdiction to pass upon projects 
that may be constructed in the St. Lawrence for power purposes. 

Mr. Anoceti. Under existing law may the St. Lawrence project be 
constructed by the Canadian Government without action of the Con- 
gress of the United States? 

Mr. Bucwanan. That question has been bandied back and forth. 
I will ask Mr. Gatchell, who is in active contact with the parties that 
are dealing with that matter, to answer your question. 

Mr. Gatchell of the Law Bureau. 

Mr. Gatcneri. Mr. Angell, the answer to your question is that 
under the present law if Congress does not approve construction of the 
project by a special act of Congress, then the International Joint Com- 
mission created under the Boundary Water Treaty of 1909 may give 
the international approval and the Federal Power Commission may 
give approval under the laws of the United States, namely, the Federal 
Power Act, for construction by some non-Federal agency. It could 
not, of course, authorize any Federal agency to construct, as it has no 
authority to do so, but it may give the approval required for the State 
of New York or some other applicant to construct insofar as the Fed- 
eral laws are concerned. 

Mr. Anceii. May I ask another question? What is the jurisdic- 
tion of the Federal Power Commission over navigable streams lying 
wholly within the boundaries of a State? 

Mr. Bucuanan. For the construction of dams for power purposes? 

Mr. Ancety. For the construction of dams for hydroelectric power. 
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Mr. Bucuanan. We are the exclusive licensing agency for States 
and municipalities, corporations, and individuals. We can recom- 
mend to Congress the construction in those streams of Federal proj- 
ects or deny an application for them and recommend that the particu- 
lar project be constructed by the Federal Government. But so far as 
the licensing of projects and the construction of dams for power pur- 
poses by individuals, corporations, or States and municipalities are 
concerned, we are the agency that does that. 

Mr. ANGELL. Even though the stream lies entirely within the bound- 
aries of a State? 

Mr. Bucuanan. If it is a navigable stream subject to the jurisdic- 
tion of Congress. In other words, that might contribute to interstate 
commerce, 

Mr. Jones. Are there any other questions ? 

Mr. Woop. What constitutes the definition of a navigable stream ? 
Navigable to what kind of traffic? 

Mr. Bucuanan. Mr. Gatchell, you are the expert on that. 

Mr. Garcuetn. The courts have been very liberal in that, Dr. Wood. 
The Daniel Ball case (10 Wall. 557) involved the transportation of 
goods on a steamer which operated on the Grand River in Michigan 
wholly within the State of Michigan, between the city of Grand Haven 
on Lake Michigan, and the city of Grand Rapids, 40 miles upstream. 
At Grand Haven, the steamer the Yanie/ Ball connected with other 
steamers that could operate across Lake Michigan. Therefore inter- 
state commerce could be carried upon that stream solely within the 
State because of the steamers. The courts have held many times that 
the transportation of logs constituted commerce. The question was 
whet her the logs themselves moved in interstate commerce or the river 
connected with an interstate stream as to whether Congress had juris- 
diction over the particular streams. 

In 1932 Congress provided in the River and Harbor Act that in 
considering navigability the Chief of Engineers should consider the 
use of the stream for pleasure boats. The act was passed for the 
specific case of the Intercoastal Waterway, which, as you know, is used 
very largely by pleasure boats in some sections. That is about as good 
an answer as | can give right offhand as to the character of navigable 
use. 

Mr. Woop. So far as as logging is concerned, if the logs were taken 
from the timber lands and floated down the stream to the sawmill, the 
whole operation from beginning to end within the State, would it then 
be classed as a navigable stream ? 

Mr. Gatcue.t. It might be classed as a navigable stream within the 
meaning of the laws of the State. If it was possible to connect the 
stream for interstate commerce it would then be subject to the jurisdic- 
tion of Congress. The mode of transportation has determined navi- 
gability, and the connection with interstate commerce has determined 
the extent of Federal jurisdiction, if I catch your point. 

Mr. Bucuanan. Shall I proceed, Mr. Chairman ? 

Mr. Jonzs. Yes. 

Mr. Bucuanan. The Commission’s participation in the planning 
of Federal water-control projects may be illustrated by reference to 
its work in cooperation with the Corps of Engineers. The Commis- 
sion’s field staff makes cooperative investigations with the field rep- 
resentatives of the Corps of Engineers and consults with and advises 
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the field staff of that agency with respect to the power features of 
reservoir projects in the early planning stages. ‘These cooperative 
studies involve a determination of the relationship of the proposed 
multiple-purpose reservoir to a comprehensive plan of development 
for the entire basin, and an estimate of the amount and feasibility of 
the power that could be produced in connection with the project. In 
the conduct of these fred veces full consideration is sh Siuate given 
to possible markets for the power as indicated by power-market 
sealinn made by the Commission’s staff. Estimates are also made 
of the value of the power to prospective purchasers. After review in 
the W ashington office, these studies provide : J soar for y ( ‘ommis- 
sion’s comment and recommendations to the Secretary of Army 
on project plans as deve ‘loped at a hieher | ws of siitalee in the 
Department of the Army. 

Cooperative procedures somewhat similar to those just described 
have been established with other Federal agencies, neluding the 
Bureau of Reclamation of the Department of the Interior. 

It is the opinion of the Commission that each function of a mul- 
tiple purpose reservoir project should he e onomically sound. In 
order to avoid conflicting interpretations of stautory provisions, the 


Congress should clearly state its intentions as to the purposes for 
which each project is authorized. If it should be the intent of Con- 
gress to subsidize any ful ction. as for mstance irrigation, the legis- 


lation should leave no doubt reearding such intent, and should pre- 
seribe the extent and duration of the subsidy. 


STANDARDS OF ECONOMIC JUSTIFICATION 


Although the Commission directs its attention pring ipally to the 
water- power aspects of Federal multiple-purpose reservoir projyects 


and river-basin programs, it has considerable familiarity with the 
procedures now in use by the several I*ederal agencies for making 
economic analyses of such proposals, and it is the Commission’s con- 


sidered judgment, after much study and experience, that there is need 
for the adoption of a uniform method of project evaluation which 
would result in a standard form investment appraisal statement for 
each project. 

The investment appraisal statement should nie lude a complete but 
concise estimate of project cost both capital cost and average annual 
cost—together with an estimate of the value of the average annual 
benefits expected to be derived from the project. Anti ‘1pate d intan- 
gible benefits should be weighed but cannot be measured precisely in 
terms.of dollars. 

It is recognized that practically every reservoir project will result 
in certain adverse effects of a temporary character on the local econ- 
omy, but incidental beneficial effects attributable to the project and 
of which no account is taken will outweigh such adverse effects almost 
without exception. Inasmuch as it is not customary to evaluate inci- 
dental benefits in terms of dollars, no attempt should be made to 
reckon adverse effects in that manner. In other words, reliance 
should be placed upon the more direct or primary types of benefits 
and costs, susceptible of being evaluated. 

If the average annual benefits obtainable from a reservoir project 
exceed the estimated annual costs, the project should be classified as 
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eligible for immediate authorization ; otherwise it should be held over 
for possible future consideration. 


REQUIREMENTS OF LOCAL PARTICIPATION AND REIMBURSEMENT TO THE 
FEDERAL GOVERNMEN'I 


It is understood that the subject of “local partic pation” relates to 
the question of financial participation by local interests in the cost of 
Federal reservoir projects or other ty pes of Federal projects on account 
of certain sper ial benefits iInuring to the local Ly. Inasmuch, however, 
as ho such questions arise in con) ection with the power aspects of 
Federal projects, but rather in connection w th the flood-control and 
irrigation aspects, perhaps it would not be appropriate that the Com- 


Niisslol unde rtake to comment on this subject. 


If, however, the subject relates in iny way to payments for down- 
stream power benefits attributable to headwater storage, the Commis- 
sion invites attention to existing law on that subject, viz, the provisions 
of section 10 (f) of the Federal Power Act, which require the owne 


[ 
of a water power plant benefited by a headwater storage improven ent 
to bear an equitable share of the annual costs for interest, maintenance, 
and depreciation of such headwater improvement, as determined by the 
Commission. 


SALE OF POWER FROM FEDERAL RESERVOIR PROJECTS-——ALLOCATION O! IR 


COSTS OF SUCTI PROJECTS 


Revenue derived from electric power produced at Federal dam 
projects must be suflicient at least to assure recovery by the United 
States of the portion of the project costs assigned to power develop- 
ment together with the costs of related transmission facilities and the 
costs incidental to the sale of power. In the case of each such proj} ct 
the cost of facilities having joint value for power production and other 
purposes constitutes a very substantial part of the total capital invest- 
ment in the project ; and the portion of the joint costs allocated to 
power development, when added to the specifi ; power costs, 1n general 
makes up the investment in generating facilities which the power 
revenues should amortize. ‘Thus it is seen that cost allocations and 
schedules of rates and charges are closely related matters; hence the 
desirability of considering these subjects together rather thai 
arately. 

In this connection attention is invited to the Bonneville Act (50 
Stat. 731), and the Fort Peck Act (52 Stat. 403), in each of which thi 
Congress required that— 

Rate schedules shall be drawn having regard to the recovery * of the cos 
of producing and transmitting such electric energy, including the amortization of 
the capital investment over a rasonable period of years, 

It will be observed further that as to certain projects, including bot! 
Bonneville and Fort Peck, the Congress has made provision for allocat 
ng to power developmept an appropriate share of the costs of joint- 
use facilities, principally dam and reservoir costs. 

Inasmuch as the rate schedules must be based upon an allocation of 
costs to power development it is necessary, in order to know the magni- 
tude of the investment which must be supported by power revenues, 
that the cost allocation be made before the rate schedules are prepared, 
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As yet there has been very little legislation on the subject of Federal 
project cost allocation. The Federal Power Commission has been 
given such authority with respect to the Bonneville and McNary 
projects on the Columbia River, the Fort Peck project on the Missouri 
River, and four projects on the Snake River, a tribute ary of the Colum- 
bia; and the Department of the Interior exercises similar authority 
with respect to certain reservoir projects built by the Bureau of Rec- 
Jamation. Cost allocations proposed by the Tennessee Valley Au- 
thority become final when ap proved by the President. With these 
exceptions, however, it is a notable fact that as to the numerous Fed- 
eral reservoir projec ts heretofore constructed or now being constructed 
by the ¢ vorps of E ngineers 1 in various sections of the country no agency 
of the United States has any specific statutory responsibility for the 
final allocation of costs. 

On the Missouri River below the Fort Peck Dam the Corps of 
Engineers is now constructing the very large Garrison, Oahe, and 
Fort Randall projects, and while the Congress has provided for cost 
allocations at Fort Peck on the same river, no such action has been 
taken with respect to the three projects just mentioned; nor has the 
Congress directed any Federal agency to allocate the costs of the 
large Chief Joseph and The Dalles projects on the Columbia River, 
both of which are now being constructed by the Corps of Engineers. 
Likewise, the Congress has authorized the construction of the Priest 
Rapids project on the Columbia River, but has made no provision for 
having the costs the re of allocated. 

Section 5 of the Flood Control Act of December aH, 1944, prov ides 
that schedules of rates and charges prepared by t he De woke gay of 
the Interior for sale of power produced at dams constructed by the 
Department of the Army shall become effe chive upon confirmation and 
approv: al by the Federal Power Commission. but since no agency of 
the United States has spec ifie sti itutory re ssponsi ibili ity to allocate the 
costs of a great majority of such pengects it is only by the assumption 
of authority that any such agency or group of agencies presume to 
make cost allocations. 


As the TVA Committee on Financial Policy observed: 


Every method of allocating the common-plant investment necessarily involves 
assumptions and estimates the formulation of which is dependent on widely 
varying opinions of individuals * * * The problem is one of judgment rather 
than scientific caleulation * * * The committee’s conclusions are * * #* 
based on judgment and not on any one allocation theory (LI. Doc. No. 709, 75th 


Cong., 3d sess., p. 5). 


Lacking authority, the several Federal agencies concerned in any 
vay with authorized Federal reservoir projects undertake jointly to 
allocate the costs. They are unable to agree, and there the matter 
stands. Yet it is the responsibility of the Federal Power Commission 
to consider and act upon proposed rate schedules based upon that 
portion of the total project investment which power must bear. This, 
of course, requires an allocation of costs as a necessary basis for rate 
making designed to insure recovery of the power investment. 

The Federal Power Commission again recommends that the Con- 
cress at this time reexamine certain of the proce edures relating to the 
disposition of surplus electric energy produced at Federal reservoir 
projects. This recommendation relate s particularly to the function 
which the Federal Power Commission now has in respect to confirming 
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and approving the rates for the disposition of power at some of the 
Federal projects. 

There is no uniformity with respect to the area of the Federal 
Power Commission’s authority to confirm and approve such rates. 
Thus, the energy generated at Hoover Dam is sold under conditions 
detailed in a statute (the Boulder Canyon Project Act of 1928), no 
confirmation and approval of rate schedules being required. Simi- 
larly, the Tennessee Valley Authority is not required to obtain 
approval of the rate sc hedules under which electric energy — its 
various projects is sold (the Tennessee Valle V Authori ity Act of 1953). 
In the sale of power generated by projects constructed by the B ireau 
of Reclamation under reclamation laws, confirmation of rates is not 
required. 

Approval of the Federal Power Commission, however, is required 
for the sale of energy from the Bonneville project (the Bonneville 
Act of 1937). the Fort Peck project (the Fort Peck Act of 1938) 
and many other projects under the control of the Department of the 
Army where the energy not required in operation of the projects is 
delivered to the Secretary of the Interior for disposition (the Flood 
Control Act of 1944). 

To illustrate the lack of uniformity in the present arrangement, 
reference might be made to the Columbia River projects and other 
projects in the Northwest whose energy is disposed of by the Bonne- 
ville Administrator. As heretofore noted, energy from the Bonne- 
ville project can be disposed of only at rates which are confirmed and 
approved by the Federal Power Commission. Energy generated at 
the Bureau of Reclamation’s Grand Coulee project, however, which 
energy is commingled with the energy wot, the Bonneville project, 
is not subject to the same action by the Federal Power Commission. 
The same applies to the Hungry Horse project now being constructed 
by the Bureau of Reclamation. 

On the other hand, the McNary and Chief Joseph projects, also 
on the Columbia River, and certain project ; on the Snake River, a 
tributary of the Columbia, are to be subject to the same authority 
with respect to rates as prevails in the case of Bonneville. It appears 
that the energy of most or all the projects in the Columbia River Basin 
will be commingled and it will not be feasible to charge separate 
rates for the energy generated at the several projects. The business- 
like procedure would be to combine the projec ts for the purpose of de- 
termining costs and applicable rates. With jurisdiction vested in the 
Federal Power Commission with respect to the confirmation and ap- 
proval of rate schedules for some of the combined projects and ab- 
sent as to others, a disorganized situation is bound to prevail. 

The lack of uniformity just described is in process of being re- 
peated in connection with the Missouri Rive Tr > Basin projects. The De- 
partment of the Interior is responsible under the Flood Control Act 
- 1944 for the marketing of power generated at projects constructed 
by the Department of the Army in the Missouri River Basin. A 
number of these projects, including Garrison, Oahe, and Fort Ran- 
dall are now being constructed by the Corps of Engineers. Section 
5 of the Flood Control Act of 1944 requiring rate approval by the 
Commission is, of course, applicable in the case of these projects, and 
the Commission has held that rates for power generated at Missouri 
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River Basin projects built by the Army engineers should be filed for 
approval. A group of such rates became public with an indicated 
effective date of April 1, 1950, but have never been filed for Com- 
mission approval. A contract containing one of these rates was filed 
for the Commission’s information in August 1950, whereupon the 
Commission requested that the rates and charges contained therein 
be filed for confirmation and approval by the Commission pursuant 
to the Flood Control Act of 1944. A reply by the Secretary of the 
Interior declared that section (9)' of the above statute governed the 
disposition of power generated at Missouri River Basin projects and 
that no filing was required. By letter dated December 1, 1950, the 
chairman reaflirmed the Commission’s position al | requested again 
hat the rate schedules be filed, but to date no 1 ply to that letter has 
een received, 
The statutes which vest in the Federal Power Commission the re- 


sponsibility of confirming and approving rates for the sale of electric 


{ 
] 
i 


power from certain Federal reservoir projects 1's ne harmonious. 


Tl us, section ¢ of the Bonnevill Act pro\ cles n | wt that: 


Rate schedules shall be drawn having regard to the recovery (upon the basis 
of the Dp iLO S1 rat 1edules to the cam ty of the electric facilities 
of Bonneville project) of the cost of producing and trans! ing electric 
energy, including e amortization of the capital investment over a reasonable 
period of years Rate schedules shall be based upon an allocat n of costs made 
by the Federal Power Commissior In computing the cost of electric energy 


developed from water power created as an incident to and a byproduct of the 


I I 


construction of the Bonneville project, the Federal Power Commission may allo- 


cate to the costs of electric facilities such a share of the cost of facilities having 
joint value for the production of electric energy and other purposes as the power 
development may fairly bear as compared with such other purposes 
The Klood ( o7 trol Act of 194 L. however. doe S not fix the respol 3] 
ate t ~~ : ; ‘ : ; ; 
bility for making cost allo ations although that act learly recognizes 
the nece ty therefor. as e\ lenced by the follow ne excerpt from see 


tion 5 thereot: 


Rate schedules shall be drawn having regard to the recovery * of the 
cost of producing and transmitting such electric energy, including the amortiza 
tion f the capital investment allocated to power Ove ‘ eus " period of 
yenrs 

a : —. 7 . * . 

Chere continues to be much disagreement concer o the period of 

’ 
} hall be 


vears over which the capital investment allocated to power 
amortized. In the Bonneville case the Federal Power Commission 
fixed the amortization period at dO years which was entirely agreeable 
to the Bonneville Power Administration of the Departme nt ot the 
hi terior. A wide difference of opinion now eXIsts, however. with 
respect tothe amortization pel lod to be usecdl in connection with a num 
bet of Army engineer projects In Arkansas, ( Yklahoma. Missouri. and 
Texa the Southwestern Power Administration regiol \ will] be 
apparent from the following discussion. 

Considerable confusion exists with respect to cost allocation pro 


cedures relating to the projec ts just referred to. Trom which the power 


output s to be sold by the Southwestern Power Admu tratio} Che 
S tl i l f I lr I 4 ] ( nef +} 

llocat S 1 the epaymer by Vv er é 1 i H d Ser 

‘ I H. D 17 nd S. Doe. 191 revised and +} sD O47 

the 78th Cong., 2d ses ) the reclamation and power develor taker 

the Secretary of the Interior under said plans shall be governed by tl Federal Reel 

t Lay Act J 17. 1902, 32 Stat Sk and / ‘ . 


mentary thereto). 
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Commission has had a very recent experience in connection with rates 
proposed by the latter agency. Because circumstances forebode repeti- 
tions of this experience, it is believed that a rather full discussion 
thereof may be helpful to your committee in arriving at a workable 
solution ot the problem W ith which you are coping. 

The Southwestern Power Administration (SPA ) contemplates that 
by 1958 it will be selling electric energy from 12 Federal reservoit 


projects con Str wcted by the (rm) engineers, Recently the secretary 
of the Interior, rare the recommendation of SPA, entered into a 

calieasahiants WwW! Arkansas Power & Light Co for the sal oft energy 
to that iumeadad an in the same contract the Arkansas Power & L ont 
Co. agreed to sel] power and energy to Reynold Metals Co. \ 
kansas Power & Light's rate to Reynolds Metals was veared: to the 


price it Was requ read to pay to SPA under the three party contract 
In dete rmining the rate, SPA took into consideration the cost of t 
12 projects expected to be in existence in 19538, together with the co 
of a rather comprehensive transmission system. 

The question as to whether the proposed rates met the requirements 
oT section 5 of the Flood ( ontrol Act of LO44 cle pe nded pol the cost 
allocated to power and the amortization period used, Che estimated 
total cost of the 12 projects is somewhat in excess of ST00,000,000, of 
which the Corps ot Ieneineers, with the concurrence ot the P< 
Bureau of Power, proposed to allocate S418.355.000 to power deve lop 
ment. This contrasts with the Southwestern Power Administration’s 


p roposed allocation of S8217.996.000 ft power, The ( ‘orps ot eno 
neers proposal ergs a the nel ot i share ol the Cost of 
joint-use facilities power development, while SPA employed thie 


incremental cost basis under which the specific costs of powel facil 
ities together with the costs of enlarging dams and reservoirs to permit 
of the inclusion of power installations were charged to powe1 
development. 

SPA insisted that it coul { not dispose of the er ergy at rates which 
woul | recover the S415 million which the Corps ot Engineers desired 

alloeate to power. Its representatives took the position that the 
— agency would be priced out of the market if it were requ red to 
adhere to that allocation. They argued that in order to achieve wide- 
spread use of electricity al the lowest possible rates consistent with 
sound business principles as required by statute, only incremental 
costs should be assigned to power. 

The length of the amortization period was also a subject w v ae 
to which opinions differed widely. As previously indicated, Ked 
eral Power Commission adopted an amortization period of 5 years 
in the Bonneville case, whereas in the ease of the projects here under 
cliscussion, the Department of the Interior took the position that the 
amortization period should be equal to the sery rT e lives of the ele tric 
facilities with a maximum of 100 years assigned to any particular 
facil ty. 

It was obvious that the rates proposed by the SPA would fall far 
short of recovering $418 million in a period of 50 years. But, using 
the ineremental cost basis and amortizing the costs of electric facil 
ities over periods ranging up to 100 years, as proposed by the Depart 
ment of the Interior, the proposed rates appeared adequate for the 
recovery of $218 million during the 100-year period. 


99917 mt 
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When the Bonneville Act was under consideration by the Congress 
15 years ago, the Federal Power Commission made it clear that it did 
not seek any authority over the rates and charges for electricity gen- 
erated at Federal reservoir projects. In a letter dated May 12, 1937, 
to Senator Royal S. Copeland, the Commission, speaking through 
Vice Chairman Clyde S. Seavey, took the following position with 
respect to confirmation and approval of Bonneville rates by FPC as 
then proposed in pending legislation: 


In the opinion of the Commission, the divided responsibility as to rates is un- 
economical and undesirable in many respects. A single agency should be vested 
with complete authority and responsibility as to the rates to be charged for elec- 
tric energy generated at the project, and sold to the public. 

In the first place, the divided responsibility would necessitate duplicate staffs 
of the Administrator and the Federal Power Commission. This would result in 
unnecessary expense to the Federal Government, which would be greatly increased 
should the same plan of rate-making here proposed be extended to other Federal 
projects. 

Secondly, the rate procedure prescribed by the bill would result in unnecesary 
and unjustifiable dela) It would be necessary for the Administrator to prepare 
rate schedules and submit them to the Commission before consideration could be 
given by the Commission to the effect of the proposed rates of the Administrator. 

Further, the bill gives the Federal Power Commission no authority to modify 
rate schedules submitted by the Administrator but only a veto power over the rate 
schedules submitted. This places the Commission in an impossible position as 
a regulatory agency over the rates 

The provision as to the basis of allocation of the cost of facilities properly 
chargeable to the production and transmission of the electric energy is not clearly 
defined in either bill. This is bound to result in extended controversy which could 
be readily avoided by a clarification of the language used. 

The Federal Power Commission does not desire to be understood as urging 
that jurisdiction over rates, to be charged for electric energy generated at the 

fonneville project, be vested in it, but does recommend that it either be rel eved 
from any responsibility in connection with rates charged, or that its control over 
rates be made adequate, effective, and complete if, in the opinion of Congress, it 
should be charged with this responsibility. 

It will be noted that the (¢ ommiussion stated that in event the Con 
eress should clesire to vest rate authority 1] it. the Commission should 
be given comprehensive authority not only to approve rates but hke- 
wise to initiate changes therein. The Congress did not adopt this sug- 
gestion of the Commission but instead confined the Commission’s re- 
sponsibility merely to confirmation and approval of the rates without 
anv authority to initiate changes- -merely a veto power, in other words. 

The experience of the Commission to date has well demonstrated 
the wisdom of its recommendations to the Congress when the Bonne- 
ville Act was under consideration. The Commission is firmly of the 
opinion that the present condition in respect to its approval In some 
eases and lack of authority to approve rates of Federal projects in 
others 1s unsatisfactory and should not be continued. 

Under the Federal Power Act the Commission’s principal duties 
in respect to rates are to see that excessive rates are not charged by 
privately owned public utilities, as defined in the Federal Power Act, 
and natural-gas companies, as defined in the Natural Gas Act. Gen- 
erally speaking, the regulation of rates by public utility regulatory 
commissions is aimed at fixing maximum rates in order to protect 
consumers from unreasonable charges. This is altogether a different 
kind of regulation from that which appears to have been contemplated 
by the Congress with respect to the rates of Federal projects over 
which the Commission has partial jurisdiction. Here the main em- 
phasis would seem to be on fixing minimum rates, 
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There is no question of the ability to sell electricity where the Com- 
mission fixes a rate lower than that applied for by an electric utility; 
there may be serious question regarding the ability of a Federal 
agency to sell electricity at a minimum rate fixed by the Commission 
if the rate so fixed is higher than that sought by the Federal agency. 
A case - point may be ¢ ited. 

The Narrows project was constructed by the Corps of Engineers 
and the electric energy is turned over to the Secretary of the Interior 
(SPA) for disposition under rates subject to confirmation and ap- 
proval by the Federal Power Commission. The rates filed with the 
Commission were not adequate in the Commission’s opinion to return 
the cost properly allocable to power over a reasonable period of years. 
It was contended by representatives of SPA that there was only one 
customer for the power, namely, the Southwestern Gas & Electric Co., 
and the rate proposed was the highest the company would pay. Under 
the circumstances the Commission had no recourse but to approve 
the rates. Approval, however, was limited to a period of 2 years, 
with the hope that experience under the contract would enable the 
Government to negotiate a more favorable rate or possibly find an- 
other market for the power. 

It is possible that only the Congress can effectively require the sell- 
ing agency to carry out the intent of the Congress. In any event, 
from the practical viewpoint, the Commission has found its limited 
authority in this particular field of public service to be ineffective 
and unsatisfactory. 

BASIN ACCOUNT 


It is unquestionab ly in the pub lic interest to coordinate the power 
facilities, both hydroe lectric and fuel-electric, in a river basin or 
region and operate the interconnected power plants as an integrated 
system; and it is inconceivable that any other course would be fol- 
lowed. In any basin or region having several generating plants, oe 
cost of power as among the several plants will vary considerably be- 
cause some water-power sites are much more attractive than others. 
There can be no valid objection, however, to treating the several 
water-power developments in a river basin as a unit for the purpose 
f accounting for energy generation, system peak demands, transmis- 
sion losses, energy sales, gross revenues, and all annual costs including 
ope ration and maintenance e xpenses. 

The Congress shoule | provide, however, for rec overy by the United 
States of all costs properly chargeable to power, including interest 
charges. The Commission believes that such costs should be amortized 
over the service lives of the power facilities, the maximum amortiza- 
tion period for any facility, pegardless of } its service life expec ti oy Vy; 
not toe xceed 50 years. For example, the cost of a concrete dam, which 
might last muc th longer than 50 years, V would nevertheless be amortized 
in 50 years. For amortization purposes and for all other purposes 
involving interest calculations in connection with Federal power in- 
vestments, the Commission favors the use of an interest rate approxi- 
mating the average weighted cost of money to the United States ob- 
tained by the issuance of long-term bonds. 

The Commission does not advocate the use of power revenues, or 
the portion thereof required to cover interest charges, to subsidize 
purposes other than power, but feels rather that if it is the desire and 
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intent of the Congress to subsidize any function such intent should 
be made perfectly clear in the enabling legislation, and the subsidy 
should be both direct and readily identifiable. ‘True statesmanship 
might on occasion dictate the wisdom of granting subsidies. 


ORGANIZATIONAL IMPROVEMENTS 


So long as sever: | different departments and agencies of the United 
States may Co nue to be engaged in mayor Federal construction 
activities, the Commission believes that the roles of existing agencies 
in water-resource development should, in general, be maintained. 
While need for improvement in interagency relationships undoubted1]s 
exists, the Commission is advised that during the past decade progress 
has been made in effecting such improvement. 

Important in this direction has been the voluntary association of 


SIX ede 7 agencies 1n the Federal Interagency R ver Basin Com- 
mittee, col sistine of representatives of the Departments ot the Army, 
Interior, Acriculture. ( ommerce, the Federal] Secu LV \oen VY. al cl 
the lederal Powe r Commission. Chis org nization has es iblished 


ti 

field agencies 11 the | isiIns of the Columbia and Mi sSSOoul Rivers, in 
the Pacific Southwest. in the region of the Arkansas, White, and Red 
Rivers, and in the New Eneland New York area. Ri o) »} al Surveys ot 
witer and land resources are how being made in the Arka sas W hite- 
Red area and in the New Enegland-New York area. 


7“: age ' 
Che interested States are being eiven full opport tv to participate 


actively in these investigations ana then advi e aha recommendations 
will receive careful consideration in reaching decisions and formulat- 
ing recommendations to the Congress. 


RECOMMENDATIONS 


The Federal Power Commission, after having given much con- 
sideration to the problems hereinbefore discussed, submits the follow 
Ing recommendations for the consideration of your committee and the 
Congress: 

(1) ‘| hat the (‘o1 oress be more definite n lay Ing down th , stand- 
ards, particularly with respect to cost-allocation procedures and 
periods for amortization of investments, under which the power gen- 
erated at Federal reservoir projects shall be sold: 

(2) That the Federal Power Commission either be relieved com 
pletely of all responsibility with respect to rates at which hydr 
electric power produced at Federal multiple purpose lams shall be 
sold, or that as an alternative, the Commission be clothed with con 
plete rate-making authority, including authority to initiate rate 
changes and require modification in rate schedules, such authority to 
extend to all Federal reservoir projects constructed by the Department 
of the (rmy and the Department of the Interior: 

(3) That the agency of the United States, if a1 y,tow hich the Con 
gress may hereafter give effective rate-making authority with re- 
spect to the sale of power produced at Federal reservoir projects 
also be given ( omplete authority to allocate the costs of such projects; 

(4) That in the event the Federal Power Commission should be re 
lieved of all responsibility with respect to such rates and cost alloca 


tions the Congress keep informed as to the admiunistratior f the 
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selling agency by directing the Commission to investigate at speci- 
fied intervals the work of the agency and report thereon directly to 
the Congress ; 

(5) That in order to remove some of the uncertainties which now 
exist as to the policies of the Congress regarding rates to be charged 
for electric power produced at Federal reservoir projects, the lan- 
guage of the following paragraph be approved and made applicable to 
all such projects constructed by the Department of the Army and 
the Department of the Interior: 

The rates charged in the sale of electric power and 
facilities owned or operated by the United States shall return to the United 
States Treasury a total sum sufficient to cover, during the periods of their 


energy generated at 


respective service lives, the original cost of power facilities having lives of 
ess thin 50 years; the amortization of the remainder of capital Investment 
in power facilities over a period of 50 years subsequent to the “in-service” date 
of such facilities; an annual return on the unrecovered balance of such original 
cost and remainder of capital investment equal to the composite rate of the 
outstanding long-term indebtedness of the United States at the time of the in- 
vestment, except that adjustment shall be made from time to time if substan- 
tial changes take place in such composite rate; the operation and mainte 


nance costs; and payments in lieu of State and local taxes 


n conclusion the Commission desires to point out that if it is given 
comprehensive jurisdiction over the rates for the sale of electricity 
generated at Federal reservoir projects, an appropriation of funds 
for this work will be required. 

The making of investigations for the Congress as described in recom- 
mendation (4) above. would likewise cost n oney. Even if the Com- 
mission’s funetions are confined to its present statutory authority, 
the increase in the workload will require an expanded staff. 

Mr. Chairman, there are several parts of this statement I would 
like to point out with particular emphasis for vour consideration, 
ve 9 entitled “Standards of Economic Justi- 
fication” and the other appearing on page Ll entitlk d “Sale of Power 
From Federal Reservoir Projects and Allocation of the Costs of S ich 
Projects.” We feel rather strongly on both points and we would 
ask the committee to vive particular consideration to those items or 
those two subjects. 

Mr. Jones. Let me call your attention to page 19 of your statement, 
Mr. Buchanan, in the discussion of those costs of projects and then that 
discussion will invoke the questions that you have pointed out in the 
Standards of Economic Justification. 

The allocation ot costs compiled by the Corps of Engineers Was 
$418,000,000 compared with $217,000,000 by the Southwestern Power 
Administration. What accounts for that wide margin of difference in 
the figures on the estimates of the power cost ¢ 

Mr. Bucnanan. It was the method used in allocating the costs, in 
determining the value of the component parts of the entire project. 
The Corps of Engineers and the Bureau of Power of the Commission 
used a method known as the green book method. What is the tech- 
nical term on that? 

Mr. Apams. It is known as the separable costs remaining benefits 
methods, as developed by the Federal Interagency River Basin 
Committee. 

Mr. Jones. That does not mean a thing to us. You might as well 
be talking about the moon being made of oreen cheese. What goes 


the ohne appearing on pa 
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into the figures to make the wide difference? That is what we want 
to get at. 

Mr. Bucuanan. Well, this would be a succinct answer to your ques- 
tion. It would mean the power part of the project that was directly 
concerned with the generation of power—the direct costs of that— 
plus a portion of the joint costs involved in the dam or required in the 
construction of the dam. That was the Army approach. 

The Southwestern Power Administration’s approach was to take 
the incremental costs. That is only the direct costs that could be allo- 
cated to power alone. The difference represented about $200,000,000. 

Mr. Jones. Do you have any figures that reflect factors that went 
into those items so that we could know what you are talking about? 
Have you any figures submitted to you by the Southwestern Power 
Administration as to that? What we want is the difference between 
those costs and not the increments and all those things. 

Mr. Bucuanan. Generally speaking, I think I have pointed out 
the difference. They have taken the portions of the dam which are 
joint costs. The dam also goes to flood control. or navigation, or 
whatever the other objects may be in promoting the project in the 
first place. That is part of the $200,000,000 that the Corps of Engi- 
neers figured. The Southwestern Power Administration just took the 
actual costs that went into the dam. That would be the pen stocks 

Mr. McWuorrer. And the powerhouse, and electric facilities of 
various kinds, and all the specific power costs which would of course 
be charged to power; and then some share of the costs of joint use fa- 
cilities like the dam and the reservoir used for power and for navi- 
gation and for flood control. So ordinarily unless there was some 
reason why it should not be done, those joint costs would be appor- 
tioned among the several functions to be served by the project. 

Mr. Jones. We have rationalized to the point now that we know 
the factors that go into it are separately charged. Can you give us 
the figures which were submitted to the Federal Power Commission 
whereby the difference in those figures would give us some under- 
standing of what charge has been imposed by the Southwestern Power 
Administration and what charge has been imposed by the Corps of 
Engineers? We would like a breakdown on those figures. 

Mr. Bucuanan. I have here a tabulation attached to a memoran- 
dum from our Bureau of Power dated March 31, 1952, which shows 
specifically for each project in the Southwestern Power Administra- 
tion area, a total of 12 projects, the construction cost and the part 
thereof allocated to power both by the method used by the Southwest- 
ern Power Administration and that used by the Corps of Engineers. 
If you wish, I could put that in the record at this time. 

Mr. Jones. I would appreciate it if you would, Mr. Chairman, to- 
gether with the related documents. 

(The documents referred to are as follows :) 





Report oF WorK GROUP ON ALLOCATION oF Costs ror 12 MULTIPLE-PURPOSE 
PROJECTS IN THE SOUTHWEST 


At the meeting of March 10, 1952, attended by representatives of the South- 
western Power Administration, the Department of the Interior, and the Corps 
of Engineers, and the Federal Power Commission, a work group on cost alloca- 
tions was established. This group was charged with reviewing, comparing, and 
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pointing up differences in the cost allocations for 12 multiple-purpose projects 
in the Southwest as made by SPA and by the Corps of Engineers. SPA’s alloca- 
tions for these projects have been used in a Cost Analysis of the Southwestern 
Power Administration’s Proposed Operations, 1952-58, which accompanied a 
power contract (Docket E—6407) filed with the Commission for rate approval. A 
list of those attending the meetings of the work group is attached. 

Status of projects and project plans.—The Denison, Norfolk, and Narrows 
projects are in operation and construction of the projects with the initial in- 
stallations is essentially completed. The Bull Shoals, Fort Gibson, Tenkiller 
Ferry, Whitney, and Blakely Mountain projects are in advanced stages of con- 
struction. Construction of Table Rock has not been initiated ; however, the prep- 
aration of construction plans has reached an advanced stage and afford a 
reliable basis for estimating costs. Some adjustments in the costs now being 
used for the above projects may be necessary when construction is completed 
or is further advanced; however, no material changes are anticipated by the 
Corps of Engineers. 

The Keystone, Short Mountain, and Dardanelle projects are units in the 
authorized comprehensive plan for the development of the Arkansas River and 
tributaries. Planning on these developments is still in preliminary stages and 
revisions in preliminary designs, cost estimates, and of other aspects of the 
project may be expected as more detailed planning proceeds. It may be noted 
also that these three projects are integrally related to other projects in the 
plan of improvement insofar as benefits to be expected and allocations are con- 
cerned. Insofar as possible in the time available such matters were taken into 
consideration by the Corps of Engineers and the data given for these three proj- 
ects are the best obtainable at the present time 

Comparison of results of allocations.—Following is a summary of the over- 
all results of the allocations made by SPA and by the Corps of Engineers for the 
12 projects: 





~ A { 
With initial installatior 
Project construction costs $705, 149 $ 43, 
Construction costs allocated to power 2 { 4 25, 9 
Investment allocated to power 00 476. RRO 
Annual power charge 7, 657, 27¢ 16, 948, 425 
With 6 added units contemplated by SPA 
Construction cost illoeat d to power 17. 90 Q4 m4 227 
Investment allocated power 418 1, 88 
Annual power ct S 2, One 17, 82 
Attached are individual tables for each project and a summary table showing 


details of these allocations and indicating the reasons for the differing results 

Methods of allocation. For 10 of the proje cts the Corps of Engineers allocated 
costs on the basis of the separable cost-remaining benefits method. This is the 
so-called Green Book method developed by the Subcommittee on Benefits and 
Costs of the Federal Inter-Agency River Basin Committee. The corps’ alloca 
tions for Denison and Norfork were made on the incremental-flood control as 
basic method; i. e., charging to power the cost of the multiple-purpose proj 
less the cost of a flood-control-only project. The adoption of this method for 
Denison and Norfork is in conformity with the conclusions reached at the con 
ference of January 21—25, 1952, at which representatives of SPA, the corps, and 
FPC were in attendance. 

SPA utilized the best available data at the time their studies were made 
These data were based on estimates prepared by the Corps of Engineers. Sub- 
sequent revisions which have occurred, but not supplied to SPA in time for use 
in these computations, will necessitate adjustments in the amounts as shown by 
SPA. 

In the allocations of cost submitted by SPA the construction cost was allocated 
by the incremental-flood control as basic method on all projects where suffi 
data were available (namely, Denison, Norfork, Fort Gibson, Whitney, and Bull 
Shoals) except for the Narrows project where only the cost of the identifiable 
power facilities was allocated to power. SPA did not have available the neces- 





cient 
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sary data to prepare allocations by the incremental method on the following 
projects: 

Project Method used 
Tenkiller Ferry EE ee SAE a es : , Benefits 
Blakely Mountain. .-- ~~~ 
Table Rock_- see 
Keystone sesaiaansidigspes dalaiaabaahs aecaeeictindlitiaapreaataniiit Storage 
Short Mountair sai 7 = as : Benetits 
Dardanelle___-_--_- eabsnaiensiean mci sseshaniieieids bi aeiets . Benefits 


— 


storace 


Storage 





—t mm Cot 


In view of the present availability of the Corps of Engineers’ cost estimates 
on the above six projects, preliminary studies can now be made by SPA on the 
incremental cost-flood control basic method, subject te verificrtion of costs and 
estimates at a later date. 

innual power charges.—In the computation of annual power charges, the 
Corps of Engineers included interest during construction on the amount allo- 
cated to power as an item of cost. SPA did not include interest during con- 
struction as an item of cost. The corps used a 50-year amortization period while 
SPA used a 100-year period. Both agencies used 2'4 percent interest 

Operation and maintenance costs used by SPA are based on the actual costs 
experienced at Norfolk and Denison which have been in operation for several 
vears, udjusted upward or downward for each of the other projects to reflect 
the effect of different plant capacities. The corps’ operation and maintenance 
costs are based on detailed studies of the manpower and materials needs for 
ach project, and are generally larger than those used by SPA 
SPA’s allowances for interim replacements are taken as $1 per kilowatt of 


installed capacity. The corps allowances for this tel ire based on letailed 

studies of cost of major items expected to be replaced during the 50-year amorti- 

zation period. The corps’ allowances for replacement are generally less than 
‘ ¢ 


SPA’s, which is not unreasonable in view of the shorter amortization period 
»0 vears) used by the corps 


CONCLUSIONS 


The review of the allocations made by the two agencies indicates that in gen- 


‘ the differences in costs allocated to power result prima y from the different 
llocation methods used. A further major difference in the annual power 
harges results from the use of a 100-year amortization period by SPA and a 


D0-veal period by the corps 








With respect to the Denison allocation, which was made by both agencies on 
the incremental flood control as basic method, SPA has allocated about $6,000,- 
OOO less to powell than did the corps. AS hown n the attached table for 
Denison, this resulted from the deduction from project costs prio! to allocation 
of the following: The estimated cost of project lands used for recreation and 
Similar purposes; the added cost of the project resulting from renegotiation of a 
construction contract; and an item for protective security. The latter two 


items are considered by SPA to be chargeable to national defense, 


titendance tf meet gx of work aro pone or al ( coxt Pt ices. 


March 10, 11, and 12, 1952 


Vame 
George G. Adkins ae van Federal Power Commission 
Roy H. Crosby eS Do 
Mack Porter _. Southwestern Power Administration 
W. C. Davis Do 
Carson H. Medearis___.- ~~~ Do 
Cc. W. Kinney Corps of I 
Norman R. Moore Corps of I 
E. W. Reely Corps ol BE 
Howard B. Gray Corps of Eng 
I 
I 
] 





Fred Bayley Corps of icksburg District 
A. B. Bastos kaa _. Corps of ‘s, Tulsa District 
Louis FE. Bona . : Corps of Engineers, Little Rock District 
Orin Lloyd Do. 


t. ©. Price of the Department of the Interior were present at e opening of 
the March 10 session 


In addition to the above, Frank L. Weaver of Federal Power Commission and 
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4 Comparison of results of cost allocation studies made by SPA and by Corps of 
Engineers 


d BLAKELY MOUNTAIN 


e 
e 
ce Construction cost (2 unit $31, 000, 00K $32, 675, 000 Constructior st SPA used corr t 
” Specific recreation costs 310, OOK 10, OOO pret red i August 1949. Cory ised 
Ss later ¢ 
Constru r t less 0. Hor ux 2 3¢ “x 
1S specif ition e 
ic 
d ( t t it 4, 547, 00 24, 521, OO A llocat PAa r 
pow por power “ W " 
tota re t € $30,690 0% ( 
ie i based <¢ 1) 
rT r t t | 
O- S TT i |} 7. 
h- power draw-down, 1,286,00 lead, 86 
le OOK 
I ae \ 
ts I 26, 184, OOK 
al , pow 
: Annual power chat 
ct Interest and ! tior 17 ; 23, 20K AT t t PA u , 
ce 
or au D I 4 ¢ 


of Total 572, 133 80) ets to i 


ti- NOTE The corps studies show that allocations under tl t 1ental eost-flo it ‘ " 


in would give the f ving results: Constructior t ited to power, $ lu ' 
tion allocat it Dp yer > 4,00 t t lent i it 1 { I \ Pa 44,0 bihidises i s , 
rd pow $938 SOL 


Te 
nt 
er 


on ( 
‘or 
on 


nd 
a 


VO Int r t ? {8 


ind 
of 








STUDY OF 


410 


Comparison of results 
Engineer 


CIVIL 


"8 


WORKS 


NARROWS PROJECT 
































of cost allocation studies made by SPA and by Corps of 
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Item SPA data Corps data Comments 
Construction cost, dam, reser- $13, 450, 000 $12, 945,000 | Construction costs I construction 
voir and power plant. cost and specific recreation cost used by 
Specific recreation cost 400, 000 285, 000 SPA are Corps of Engineers’ estimates 
furnished June 3, 1949. The present 
constructior cost used by the corps 
t lecreased recreation and dam and 
re 
Cc o be 13, 050, 000 12, 660, 000 A ( 1 st ible costs 
cor It ft I SPA allo- 
ca r ex power 
Construct cost allocated t 2, 883, 584 4, 760, 000 
power 
Interest during constructior 182, 000 
Investment allocated t 
I 4, 942, OOO Ir t A t ude interest 
Annual power charges 
Interest and amortizatior 78, 706 174, 250 | Al PA ) years; corps 
Corps ¢ ite based on stud 
‘all ' needs. Re- 
Operation and ntenance f oO , a . , ‘ 
pe ar 5 . \ 134, 250 ts: SPA used $1 per kilowatt; 
te piaceme uy { : ; 
ire based ‘ sted limited- 
aa tn 9 " 
Tota 4 155, 70 308. 500 ae 
Note.—The corps’ studies show that allocations under nta t-flood t us_ basic 
metl i char power the « t of the dt purty proj y i fi j ntrol only 
projec ‘ 1 gi the f ving resu Cost allocated to pow ’ nt allocated to 
t ver, $ 46,304 snnual power charges, $29 U0. 
rABLE ROCK PROJE¢ 
It SPA data Corps data { I 
Const cost (2 u $76, 340, 00 $76, 340, OO Bot at are Cor} f Engineers 
Specific r eat t 2. 000, OOK 800, 000 Est e ofr it r t by SPA deter 
1 by at age v Estimate by 
lerive e} ind adds to 
ste verir the 
‘ h excludes recrea- 
Construction ( ¢ es 74, 340, 00 540, 006 
pec ecre I t 
Cost allocated to power 
nerating units 22 910. 000 f 800, 000 SPA cati I ed n proportion of 
} generating unit 40,51 ) 68, 935, 000 pow raw-d torage to total storage 
Interest during construction ti $74,340,000. Corps allocation based 
2 generating unit 444, OOF ol é f separable costs-remaining 
3 generating unit 4, 023, 000 ber ts method Downstream benefits 
Investment allocated to power usé cory iti 
2 generating unit 69, 744, 000 SPA i not int l¢ rest during con- 
3 generating unit 72, 958, 000 tr 
t 
1, 114, 113 2. 573, 00 An PA used 100 years; corps 
Bn : 
Paryl nt r | | > 
Oneration and! at , mm |} {Repl ents: Corps estimate ncluded 
~d,, ~ — 283, Of in « M und is based l ited 
Replacement l Ww if } , 
{ life 3 e replaced 
l'ota 1. 3 113 ?, 856, 000 
Project storages, acre -feet 
Flood control 760, 000 760, 000 
Power draw-down 1, 812, 000 1, 932, 000 
Dead 890, 000 770, 000 
Total } 462, 000 3. 462, 000 
Note.—Corps studies show that allocations based on incremental cost, flood control as basic method 
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Comparison of results of cost allocation studies made by SPA and by Corps of 
Engineers—Continued 


KEYSTONE 


Item SPA data | Corps data Comments 





Construction cost (3 units)... $126, 750,000 | $126, 750,000 | Construction cost estimate furnished by 












| corps 
Specific recreation costs Blicteill (‘) 950,000 | Recreation cost not available at time of 
| SPA allocation, 
Construction costs less 126, 750, 000 125, 800, 000 
specific recreation costs. 
Construction costs allocated to 7, 500, 000 35, 174,000 | Allecation: SPA allocation based on pro- 
power, portion of power draw-down. Storage 
to total] storage times $126 ,000. 
Interest during construction 2, 638,000 | Corps allocation based on separable costs— 
remaining benefits method 
Investment allocated to | er 37, 812,000 | SPA did not include interest during n- 
struction, 
Annual] power charges 
Interest and amortization 204, 750 1, 333,000 | Amortization: SPA used 100 years; corps 50 
years 
70, 000 |} {Replacements included in O and M.in corps 
45 am |t 267,000 |{ cost and is based on limited life assets to 
} | be replaced 
319. 7450 1 600. 000 
1, 250, 000 1, 242, 300 
100, 000 2 
420, 000 4] wn 
1, 770, 000 1, 879, 006 
1 Not deducted. 
Nore.—(1 I'he corps studies show that allocations under the incremental st se flood cx 
and navigation project as basic method (i. e, charging to power the cost of the multi ose Pr t th 
power, le the st of the dual purposed flood control and navigation pr ct ve the following 





results: Cost allocated to power, $31,340,000; interest during construction allocated to power, $4,122,000 


investi illocated to power, $35,462,000; annual power charges, $1,513,006 
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Comparison of results of cost allocation studies made by SPA and by Corps of 
Engineers—Continued 


BULL SHOALS 


Item SPA data | Corps data Comments 














Construction costs (4 units $77, 770, 000 $76, 300, 000 | Constructior costs: Total onstruction 
Specific recreation costs 880, 000 975, 000 costs, specific recreation costs, and flood 
oaeuae ‘ ite control only project cost used by SPA are 
Construction cost to be 76, 890. 000 75, 325, 000 orps estimates furnished July 1950, 
illocated between flood } Corps figures are based on latest estimate, 
ontrol and | r | | 
Flood ntrol only p t 40, 400, 000 Allocations: SPA allocation based on in- 
. . —_ i cremental cost-floor ontrol as bask 
Construction cost allocated to 36, 490, 000 46, 906, 000 Cory ill " ned by separ- 
power | ibl sts-remaining benefits method 
Interest during construction. 3}, 263, 00K 
Investment allocated to 50, 169.000 | Investment 4 i not include terest 
power " 
Annual] power charges (4 unit 
Inter and amortization 996, 177 1, 768, 500 Amort tior PA u 1 100 irs; corps 
Operation and maintenance 150, 000 |) . i 
" and maintenar ‘ 956.000 | Replacements: SPA used $1 per kilowatt 
Replacements 160, 000 |f » all 
: f 
Total 1, 306, 177 2 024. 500 
Cost of two additional units it 615. 00 5, 400, 000 
nt 5, 537, 000 
harges 24 20K 250, 000 
thout Table Rock 
synnual output, 66, 000,000 | 685,000,000 | Power data: Higher generation by corps 
t I t t ry nat Jependab!] 
ratior lk 114. 000, 000 479 100, OOO wa ty hv corps based on minimum 
ur iraw-dow ( ‘ res after Tat 
ibk 41 k ) 100, OO Rock 14, k 
NOTE [he rT tud w that allocations under the incremental st-fl 1 control as ba method 
ul Dp rt st of the dual purpose project less the cost of a flood control only project) would 
re wing re t ( t ] ited ft power, $3 SO) t ta i t I \ M4 00 
in l I i > ? y 
NORFORK PROJE( 
I PA i I ita ‘ 
( t G92 QW) (K GOR 54 " ( | I 
Spec { ") 4 WM 4 1 r 
( I ruct ( OR nn on Ww OM 
Est ited cost f flood ¢ ] " 1 4 x } Hi $ 
y¥ proje 
true i 12 ) ‘ Mm A 1 ‘ _ t 
cated t WW l 
Interest dur nstruc 273, OOF 
Ir tment allocated tox ™ 19 anR N00 I —_ ‘ PA ’ ¢ 1 oat 
Annual power charg 
Ir rest and al tiz 248 (7 456, 00K A " PA y ’ I 
Operation and 1intena 14 iy) 120, 000 0.& M PA rox ately per 
. r : 
Cor ised project 
I cement “0 0 17.000 | Re SPA $ k watt 
( f t " ted 
ta & 13. OO 
Not! Sum of ope ul 1intenance and replacements f rk a ) " sted by 
SPA, $430,000; by cory 3407 UO 
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results of cost allocation studies made by SPA and by Corps of 


Comparison oT 
Engineers—Continued 


rENKILLER FERRY PROJECI 














> } ¢ 
[te SPA data Corps data ents 
‘ t ¢ $24 250. 000 $9 1). OK l " t 1 t PA e 
~ f t 9 wo hi ~ ] 
( ase 
( tion th “ 29 575.000 
¢ ¢ ‘ 
{ t t ited t l s AK lb, 2 27 ( i 
¢ ‘ 4 
Dp i ac il the 
} ‘ 
\ ia > +f 
N 47 H. R 
. { ) 
4 t 
i 
L ; ; 
14 
| 
I 
I rest a : ‘ zit 5 
Ope , i 41T 4 ¢ 4 , ~ 
, "Tt ( t “1 
Replace 34 
r ta , 
re t i " | > - + > 
annual pow 5 3 
ARDANELLE PROJI 
PA data ( lata 
( $ " S2f) RIK ( 
; 
I 
r ~ x (x 
{ 2 w) LL . 4 ; 
be t i +H 2,00) 
| | 
‘ t dot ‘ 
dared ‘ i ed 
Inte 1 “x 
i f | 
+ ; + ; | ; 7 
I i ft | “ PA did j ( a 
AI ul ft I 
Inter ind a 68 “ 0. OO 4 SPA i y ps 
’ 
Af 
oO d : y un . Rey ‘ \ l 
I s 25,000 |J ( 
iota u32 ” 2 0), OOF 
N TE Che s studies ww ALOT und 1 incre ta Da j t 
‘ r I ‘ i dual purpo ; and pow I t sna 
y pr t would ‘ f ‘ r ts: Cost al ted to power, $23,488,000 t al i 
t I A $2 02,004 ind a al | ( are f $1.22 uM 
\ gE 2 f exclu power costs are est sted by cor; $26,860,006 
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Construction cost (2 units 
Specific recreation costs 
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by SPA and by 
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DENISON PROJECT 


SPA data Corps data Comments 


Construction costs lotal 


$61, 630, 000 
1, 680, 000 co 
SPA are July 1 


$61, 595, 000 
3, 000, 000 
1950, esti 














mates o 





Corps of 


construction 


snd specific recreation cost used by 


‘ 
‘OrDps 
C . 


US¢t 





Construction ( 58, 595, 000 59, 950, 000 rhe present construction cost | by 
specific recreat ts corps shows & decreased recreation cost 
and an increased cost of dam and reser 
voir 
s rated cost of project lands 995, 7K Recreation and snd W iil sos: Costs 
used for fish and wildlife pur- were estimate n ba f averag ost 
poses. of all re ands 
Estimated cost of project lands 1, 393, 80: 
used for recreation purposes 
Estimated added cost of project 2, 573, OO 
resulting from renegotiation 
of contract to a cost-plus-fixed - 
fee basis considered by SPA 
chargeable to national defense 
Protective security OO 
Cost to be allocated betweer 500, OOK 
flood control and power 
au in ; sm. Cm 
Esti ited cost of flood tr 40. 000. 000 40. 540, OO Fl ] p H cor} 
Oo! pr ject fig e fr later es ites 
Cost allocated to power 29, 50K 19, 410,000 | Allocations: B based leducting cost 
Interest during construction 164, 980 f flood I T 
lr SPA t terest 
Investment allocated t luring const t 
power ‘ 874, 98 
Annual power charges 
Interest and ortization 63, 89 700,752 | Amortiza PA 1 1 100 years; corp 
Operation ar mai nance Lif M 2 1] ! 1 50 years operat snd maintenance 
Replacements 70, OOM 20, 000 SPA 1 proximately 1 percent of 
ur I ed to power: corps used 
Total... 83, 8D. 970, 865 project 
Replacements: SPA used $1 pe watt 
rps f ire based estimate ted- 
ets to be ret ed 
Cost of additional third unit 4, 405, 000 5, 470, 00 
Investment for third unit 5, 607, 000 
Total annual charges for third 155, 257 249, OOK 
unit 
WHITNEY PROJECT 
Item SPA data Corps data ( nt 
Construction cost (2 units $41, 794, 000 $42 043,900 | SPA figurs orps estimate dated July 
Specific recreation cost 478. 000 481, 600 1950, subsequently revised b ory to 
- reflect current corp 
Construction cost less specific 41, 316, 000 41, 562, 300 3P allocated mental 
recreation cost. flood-control basic, corps allocated on 
estimated cost of flood control] 34, 800, 000 ba »f separable co naining benefit 
only project. 
Construction cost allocated to 6, 516, 000 11, 522, 700 
power 
Interest during construction... 696,200 | SPA did not ide interest during con- 
struction. 
Investment allocated to power 12, 218, 900 
Annual power charges 
Interest and amortization 177, 895 430,800 | Amortization: SPA used 100 years, corps 
used 50 years 
Operation and maintenance 60,000 |) 99.900 |/ Corps replacements included in O. & M. 
Replacements 30,000 J syd \ ; , 
l'otal 267, 805 530, 700 
Note.—Corps studies show that allocation based on incremental—flood-contro] basic—would give the 
following: Cost allocat 7,335,400; investment, $8,562,800; annual charges, $398,800; however, it may be 
noted that revenues wl I be obtained from stream-flow regulation would reduce the cost to be re¢ 





covered by power revenue 





n- 
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Comparison of results of cost allocation studies made by SPA and by Corps of 
Engineers—Continued 


SHORT MOUNTAIN PROJECT 





Item SPA data Corps data Comments 


Construction cost, including | $101,300,000 | $101,300,000 | Corps estimat« 
recreation. 











Specific recreation cost 820,000 | Estimates for specific recreation costs and 
- channel dredging costs not available at 
Construction cost less specific 100, 480, 000 time SPA prepared allocation report. 
recreation costs 
Cost of channel! dredging 5, 140. 000 
Project cost to be allocated be- 101, 300, 000 105, 620, 000 
tween navigation and power 
Construction cost allocated to 20, 000, OOK 64, 830,000 | SPA basi f allocation—rati f power 
power. bene » total benefits in the plan for 
the Arkansas River and tributar- 
it sas and Oklahoma as set fort 
in H, 1 758, 79th Cong., 2d sess 
aI t j tof? 10.00 
rounded to g Sr) OOO OH ve al) " 
ti 
Interest during constructior 4,676,000 | Corps allocation is based on separable 
cos ré 4 2 
Investment allocated to power 69, 506, 000 
Annual power charges 
Interest and amortization 546, 000 2, 451, OOK Amortization: SPA used 100 years; corps 
Operation and maintenance 125,000 ) iin (Ce ents includ ‘ 5 O. and 
os LAM 
Replacements ] 100 7 
Total 771. 000 3. 033. 000 
Note 1 The Cc at allocations ler the re ental-na at i thoa 
(dual purpose less 1 ld g etl f ‘ re ( sllocats t $ ) 
interest during constru nvestment al t to power, $ 1,000 I s 
$1,731,000 
NOTE 2 .—Direct or specific power costs are $29,347,000 as estimated by the Corps 


STAFF CONSIDERATION OF PROBLEMS RELATING TO ALLOCATION OF COSTS FOR 
MULTIPLE-PURPOSE PROJECTS 


A. SOUTHWEST REGION 


First consideration by the staff of the Commission of the cost allocation prob- 
lem in this region occurred around 1944 in connection with the Norfork and 
Denison projects. Joint studies in these projects with representatives of the 
Corps of Engineers resulted in Commission staff conclusions favoring tentative 
cost allocations based on charging to power the incremental cost of adding power 
development to the projects over the costs of the projects for flood control only. 
This method of allocating costs was selected because it had been used in formu- 
lating the projects in the Corps of Engineers’ reports presenting the projects to 
Congress as a basis for authorization. These allocations were considered when 
the present rate schedule A of the marketing agency, Southwestern Power Ad- 
ministration, was given approval by the Commission for a period ending Febru- 
ary 13, 1953. 

Beginning in 1950 with the filing by the Secretary of the Interior of additional 
SPA contracts for approval by the Commission of the rates contained therein, 
further consideration was required of the problem of allocation of costs for proj- 
ects in the Southwest. In order to show that revenues with certain proposed 
rate schedules would cover costs as required by section 5 of the Flood Control 
Act of 1944, the Secretary submitted to the Commission a payout study prepared 
by SPA, which involved the allocation of costs for 12 multiple-purpose projects 
constructed or to be constructed by the Corps of Engineers. The preliminary 
allocations included in that study were based on incomplete cost data and on the 
use of several allocation methods. 

In order to determine the amounts of project costs that should properly be 
charged to power as a basis for establishing and reviewing power rates, repre 
sentatives of the Corps of Engineers, the Southwestern Power Administration, 
and the Commission undertook more than a year ago to consider jointly the 
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problem of allocation of costs for projects in the region. The 12 projects selected 
for study included Norfork, Denison, and Narrows, which are in operation : Whit- 
ney, Bull Shoals, Fort Gibson, Tenkiller Ferry, and Blakely Mountain, under 
construction ; and Table Rock, Keystone, Dardanelle, and Short Mountain, which 
are authorized but for which no construction funds have been appropriated. It 
was agreed that the Corps of Engineers would prepare estimates of project costs 
on the basis of the latest information and would make allocation studies showing 
the results for each project using a number of allocation methods. It was planned 
that after representatives of the other two agencies had been given opportunity to 
review the corps’ studies, conferences would be held to exchange views and com- 
ments on these studies. At a conference held in January of this year, studies for 
the first group of four projects were considered by representatives of the three 
agencies 

In January 1952 the Secretary of the Interior filed with the Commission for 


rate approval a long-term contract for the sale of a large block of power in the 


Southwest. Accompanying the contract was a payou y of SPA’s proposed 
operations, which included proposed allocatio osts for the 12 projects 
mentioned above. These preliminary allocations wert S( ised on incomplete 
data and on the use of a number of allocation methods 

At the request of the Commission staff the ¢ ps of Engineers furnished 
studies for the remaining of the 12 projects not previou discussed in con 
ference and the views of the corps as to the amount properly chargeable to power 
at each of the 12 projects. The allocations considered proper the corps were 


tal cost-flood control ; bh method for Norfork 
and Denison because of the circumstances relating to project justification for pur- 


based on using the “increme 


poses of authorization, as noted above; and on using the “separable costs-remain 
ing benefits’ method for the other 10 projects Che later method, which was 
developed by a subcommittee of the Federal Inter-Ageney River Basin Commit 
tet s in effect an imp ement and refinement o he “alternative justifiable 
expenditure” method that has been used in a number of instances. Use of that 


method for the 10 projects was justified on the basis that they were formulated 





upon being included as an integral part 

of the the Congress for authorization. In 

some instances the inclusion of power had been found necessary in order to 

make the projects economically feasible. The Commissio! tat agrees gel 
ith these vs expressed by the Corps of Engineers 


On the basis of the additional information on these projects as furnished by 


ineers, the Department of the Interior modified its original 














position of tilizing various allocation methods and ] SOK } the cost allo 
cation for all 12 projects be based on the “increm«¢ od ¢ 

ivigation) as basic’ method Interior’s posit 1 is that of these projects 
are basically for flood control (and/or navigation) nd that the development 

power is only incidental to and a by-product « he } sion of these prin 
cipal purposes. Interior representatives maintain, therefore, that power should 
be charged with only the additional costs res ed to develop power at the 
proje ts, incl the costs of any necessary increas in the h ht of dam 
for power purposse and the costs of generating facilities 

In SPA’s payout study submitted to the Commission in January 1952, the 
total investment allocated to power for the 12 projects amounte to $217.096.284 
This did not include interest during construction since SPA did not estimate 
such a cost Using the incrementa! method of ocation for all projects the 
total investment chargeable to power is estimated by the Corps of Engineers to 
be $328,684,180. With the methods favored by the Corps of Engineers and the 
Commission staff, the total investment allocated to power as estimated by the 
Corps is $418,354,880 (See attached table.) 

The basic question posed by the foregoing is whether in projects such as these, 


power should be considered as a by-product charged with only incremental costs ; 


or on the other hand, if power is included as an integral power of a multiple 


purpose development, power should be charged not only with its incremental 
costs but an equitable share of the joint costs Under the “separable costs-re 
maining benefits’ method, each purpose must carry at least its separable cost but 


} 


no more than the equivalent of its benefits 





1 Report of Subcommittee on Benefits and Costs, dated Ma 1950, entitled Proposed 
Practices for Economi Analysis of River Basin Pr ets SO-( ed “Green Bool 
Although this report has not been formally adopted by FIARBC, comment l m ber 

vyencies indicate that they consider the proposed allocati« | t ! t ‘ 
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ed B. CUMBERLAND RIVER BASIN 


ler rhe question of cost allocations for projects in the Cumberland River basin 

ich vas discussed in 1949 in conferences attended by representatives of the Corps 

It of Engineers, the Department of the Interior, and the Commission As a basis for 

sts further consideration of the problem, the Corps of Engineers prepared detailed 

ng st data for the Wolf Creek, Center Hill, and Dale Hollow projects 

ed It is understood that the Secretary of the Interior, as marketing agent f the 

to wwer from these projects, has arranged for the disposal of the powe . 

m- rennessee Valley Authority However, no rates for su disposal of ft] Howe 

for ave been submitted to the Federal Power Commission fo1 pprova Conse 

ree ently, the question of allocating the costs of these projects has not re ived 
rther consid tion by the st 

for rhe following tabulation ows the results of Corps of Engineers’ studies made 

he n 10s ing the project construction costs, project investments, and the 

ed estmnent allio ted to power by the « rps o1 the basis of the ratio o vite 

ets nzle-purpose flood control and power projects the tubulation al ow he 

ate pproximate investment allocated to power using the “separable costs-remaining 
enefits.” I Green Book” method 

ed 

yer 

re I i 
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It is pointed out here that the use of the increment 
necessarily based on the assumption that the alte { 
is justified and might be constructed llowevet! 
projects, Fort Gibson and Short Mountain the studies 
show that the alternative projects are hot econhonlca 

It is also noted that In making a locations on the 
of storage capacity, account shoul he take if the « 
provide a minimum powe! head. However, if ap} 
propose to make anv of the allocations using metho 
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The studies of the Corps of Engineers show that if costs for 11 of the projects 


are allocated by the incremental n 
power at Narrows, as apparently 
cost allocated to power wou d an 
and $299,160,754 with the six add 


It will be seen from the above a 


total project costs used by the two agencies are in s 
differences in the construction costs allocated to nowe1 
different allocation methods | Hlowever, SPA did not 
ng construction while the Cory f kngineers ad i 

ng the investment allocated to power 
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in allocating the costs of its multiple-purpose projects. The Commission has 





ts reviewed the TVA allocation and, in a report dated March 23, 1949, found it to be 
LO reasonable 
- The separable costs-remaining benefits (so-called “Green Book’) method of 
= allocation developed by the Subcommittee on Benefits and Costs of the FIARBC 
A. is similar to the alternative justifiable expenditure method. The principal differ 
~ ence is that the concept of separable costs for each purpose in the former metho 
Ic replaces the concept of direct or specific costs for each purpose in the latter 
te Separable costs are detined as the difference between the cost of the project wit! 
- the purpose included and the cost without the purpose Use of the Green Bool 
" method will result in an equitable distribution of costs by preventing the costs 
allocated to any purpose from exceeding corresponding benefits : by quiring eacl 
ro purpose to carry at least its separable cost; an \ n these aximum and 
‘d minimum limits, by providing for proportional sharing of the vings ré tin 
a from multiple-purpose development. It is pointed out tl n the se of a powe 
, flood control project in which the power benefits could carry or the se ral 
id power costs, the allocation under the Green Book method would be the e 
- under the incremental cost-flood control as basic metho 
“ Although the Green Book method of a cation has 1 bee ! 
-~ by the Fede Interaven River Basin Committee, the . | b 
igencies indicate the method to be acceptable to of ther 
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The definite project report of 1940 presented two plans of development for the proj 
ect, including a plan for flood control only as authorized and an alternative plan 
for flood control and power. In the economic studies of the alternative plan, the 
reservoir costs were allocated to flood control and power on the basis of the 
storage capacities assigned to these functions 

In a survey report prepared in 1941, the district engineer recommended modifi- 
cation of the authorized project to include power. The addition of power was 
justified on the basis of charging to it the incremental cost over the cost of the 
authorized flood control only project. This report was not submitted to the Con 
gress so that the plan contained therein was not authorized 

The 1946 River and Harbor Act authorized the multiple-purpose n for the 
Arkansas River Basin as set forth in the report of the Chief of Engineers, dated 
September 20, 1945, which was printed in House Document 758, Seventy-ninth Con 





gress, second session. That report recommended modifications of the Tenkiller 
Ferry project to include power-generating fa ties The justification of the 
multiple-purpose plan was based on comparing the additional costs that would be 
incurred over the previously authorized bas ! n with the « esponding add 
tional benefits. These additional costs and hens s in ed the effects of pr 
viding for power development at the Tenkiller Fe projet 

In a report of survey scope prepared in 1947, the ject f 1 { ul 
power was presented by the Chief of Engines stant rized by 


the 1946 River and Harbor Act That repor t pl ! cation of 


I S 1 d ti ft ‘ ePCe! S ] < +} ( the 
Inve mer i cated Dp eT ! isi 
method would t to $12,5 G1 ) OF l r tl 

reen book method 


substantially in accordance th the recommendatior f t Chief of Engineers 
in House Document 647, Seventy-eighth Congr second ssion It 
document the Chief of Engineers recommet ns the project for 


tlood control, power development, and other be purpose The Divi 
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Chief of Engineers in the report printed in House Document 758, Seventy-ninth 
Congress. second session for purposes of navigation and power develo] ent as 


multiple-purpose ] } No proposal for the allocation of 
sented in House Document 758 


17 





part of the over-a 





project costS was pi 


(72) Keystone project 











In the 1950 Flood Conti Act, the general comprehensive plan for tlood 
d other purposes for the Arkansas River Basin approved by the 193s I a 
Contre \k nd the multip ) ose pla or the basin approved by the 1946 
River and Harbor Act we odified by the substit on of the Keystone Reser 
project f the Mannford, cburn t Reservoir projects it 
ince W he reco endati i e « he neers in Senate D 
t 107, Kighty-first Congress, firs eSS10 hat d ment the Keystone 
ject was considered as a ultiple-purpose develo ent f flood cor 1, navi 
m, power, and other purpos Justification « t! Ss based on 
ml g the er-a benetits with the total project sts No alloca ! f 
st S ] esented I the t ort 
( YCLUSIONS 
On the basis of the foregoing, the staff has reached the following conclusi 
1) Because of the circumstances relating to project formulation and 1- 
rization and inasmuch as prelim , ocations n 1944 ig that 
ethod were considered in establishing present rates, the staff believes that the 
ncremental cost-flood control as basie method of allo n should be adopted 
for the Norfork and Denison projects 
(2) The staff is of the opinion that nine of the projects—namely, Narrows, 
Whitney, Bull Shoals, Table Rock, Fort Gibson, Blakely Mountain, Keystone, 
Short Mountain, and Dardanelle—have been planned and authorized as multiple- 
purpose developments and that the allocation method adopted should reflect that 
fact The staff believes that adoption of the separable costs-remaining benefits 
method of allocation for these projects is warranted 
%) With respect to Tenkiller Ferry, it appears that the p vas orig y 
iuthorized for flood control onl nd that justifieat f clusion of } é 
cities Wa based on a Ory son of the additiona osts over tlie Ost 
flood control or project with corresponding additional benefits Howey: 
the detailed planning and construction of the project, it is considered on a 
tiple pose hasis It is ed that the recent studies of the Corps of 
Engineers hows that ea U ( n tl ol s ( ( oO powe!l (ie 
rhe ncremental cost-flood 1 Sie ethod and ae! e€ Se] Lie Ss 
inining benefits method “ld 1 r re 
t) | iew of the above, the staff es gene! \ the Corps of Engi- 
eers in tine 1ecthe of allocat methods for these 12 Soutl est projects 
[It is pointed out, howeve that t staff has not made é ‘ ‘ e 
l prepared by the ¢ s of Engineers using ese I hod 
' lL. Wi 
Chief ) ly RB 
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Comparison of results of cost allocation studics made hu the Southwestern Power 


idministration and the U. 8S. Corps of Engineers 
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r the SLLS.QOO.000 


Mr. Jones. Now, concerning 
reconciled to the authorization of the pro ect when the cost Tactors 
were appraised in the authorization act ¢ 

Mr. Bucuanan. How ean that be reconciled with the original 
authorization / 
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. Mr. Jones. Let us savy we have 30 projects in all; 15 of them are 


complete. Let us say half of those 15. or 7 of those 15, have genet 
"y ation of hydroelectric power. They are constructed on a justification 
a firure of all the projects being installed. At the completion of those 
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figures there and will not be left to speculate from one agency to the 
other as to what the cost of the project is in relation to the sale of 
electricity ? 

Mr. Bucwanan. I will go you one better, Mr. Chairman. Not that 
we have that information, but that you have that information, and 
you have it initially. There is a difference on the Commission on this. 
Some of us feel we should not be in this picture at all so far as rate- 
making on Federal projects is concerned. Others believe that we 
should be. We have specific recommendations in my statement that 
T am filing today on that point. But if Congress has that information 
at the time the authorization is made, there is no reason, as I see it, 
why the agency cannot follow through on what Congress says shall 
be the basis for making rates. 

Mr. Jones. And we would make an appropriation based on the 
estimate of costs and returns in a given project ? 

Mr. Bucwanan. But that ought to be done initially, and not after- 
ward. 

Mr. Jones. Yes, sir. Do you suggest we should have legislation that 
would establish that sort of practice? 

Mr. Bucuanan. I think you at least should have the practice itself. 
Whether you eventlally put it in a legislative form or not, that should 
be a policy you should follow; and we are all agreed on it. 

Mr. Jones. It is unfortunate we have not had a policy or some 
method by which we could determine those facts beforehand. 

Mr. Bucuanan. We want to be helpful and point out what we can 
about these things. 

Mr. Woop. I think I have one more question, Mr. Chairman. 

Mr. Jones. Proceeed, Dr. Wood. 

Mr. Woop. The reason I am particularly interested in this matter 
is that the Hells Canyon Dam is in my district. 

Mr. Bucuanan. I see. 

Mr. Woop. I have been informed by some competent engineers that 
the Hells Canyon Dam in itself, from the standpoint of power, that 
is, from the average flow of the Snake River, is not going to be able 
to build up a reservoir sufficient to generate the amount of power ex- 
pected in the determination of costs without infringing the water 
rights above the dam, in which case, of course, the Federal Govern- 
ment is going to get into trouble with an infuriated bunch of farmers 
in south Idaho. The statements of that engineer may be true that 
Hells Canyon would not be able to produce the amount of power to 
make it a commercially good investment from the standpoint of the 
Government and of the Congress, if Hells Canyon Dam should be 
constructed and if the State of Idaho is able to hold on to its water 
rights for the benefit of these farmers. 

The point I am getting at, or that I have been trying to get all 
the way through, is would that deficiency in output of Federal power 
then be charged to the grid system at Bonneville, so that in effect the 
beneficiaries of the Bonneville power grid would be paying in cost 
of electric power for something which the Hells Canyon unit is not 
pouring into the grid? ; 

Mr. Bucnanan. If it is intended to go into the Bonneville grid and 
those matters work out as you have outlined them, then I think that 
would be the result. However, Dr. Wood, Hells Canyon Dam is a 
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Reclamation project. We are not in it. I think the difference there 
is——— 

Mr. Woop. I think it has no reclamation value whatsoever. Not 
even a half of 1 percent. 

Mr. BucuanaNn, I mean, it is not before us in that form. I think 
the difference is that the Hells Canyon Dam as proposed by Interior 
isa high dam. The opposing proposition as proposed by Idaho Power 
is a series of low dams. 

Mr. Woop. I am not representing the Idaho Power. 

Mr. Bucuanan. We are not in a position to give you any informa- 
tion concerning that. 

Mr. Woop. I am merely interested in my taxpayers. 

Mr. Bucuanan. I would suggest you address your question to In- 
terior who, I understand, will follow us in this hearing. 

Mr. Woop. That is before another committee and I cannot address 
my questions to them, so I thought I would tackle you. 

Mr. Jonges. Mr. Chairman, I do not think we have the dam Dr. 
Wood is discussing. There is no license outstanding for any private 
companies to develop projects on that site, is there ? 

Mr. Bucuanan. No. 

Mr. Jones. The only project out there is the one proposed by the 
Department of the Interior. 

Mr. BucHanan. We have two applications for low dams from the 
Idaho Power, I believe. 

Mr. Jones. Hells Canyon is being proposed by Interior and you 
will not be called upon to make any rates for that project. 

Mr. Bucnanan. That is correct. Not that we know of. 

Mr. Woop. Mr. Chairman, I know I am going a little afield on this. 

Mr. Jones. It is a very important project. 

Mr. Woon. I cannot quiz the Department of the Interior and I have 
been very much interested in and very much enlightened by what 
Mr. Buchanan said. 

Mr. Jongs. You brought out a good point there. Mr. Curran. 

Mr. Curran. Before dropping discussion of Southwestern Power 
allocation entirely, I would like to have two points brought out. The 
12 projects involved were authorized upon recommendation of the 
Public Works Committee or a predecessor committee. At the time 
those were authorized there was presented by the Corps of Engineers 
a statement of benefits and costs. There are now these two alloca- 
tions of cost, one of $418,000,000 and the other of $218,000,000. 

Have the studies of the Federal Power Commission indicated which 
of them is more nearly in line with the benefits from power that were 
originally presumed to be involved ? 

Mr. Bucuanan. Mr. Adams will answer that. 

Mr. Apams. The calculated benefits in terms of the costs of building 
an alternative steam power plant which would provide the same 
amount of power are sufficient to cover either allocation if purely 
on a total value basis. 

Does that answer your question ? 

Mr. Curran. Not quite. Out of the total Federal investment it 
was originally considered that the benefits would exceed the cost, and 
that presumed a certain benefit from power. If you go ahead now and 
have too low a rate for sale of power it could be said that the benefits 
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do not show up. If the benefit-cost ratio as originally computed 
anticipated 40 percent of the cost to be carried by power, and the 
allocation is different, then power does not carry its planned share. 
What I am wondering is whether either of these two figures, is more 
nearly in line than the other with the original return as presented to 
the Public Works Committee. Or has there been no study on that and 
you are unable to answer? 

Mr. Apams. I clo not believe that any separate study of the power 
return was submitted along with the project justification, but the total 
power benefits as estimated by the Federal Power Commission at 
that time were included along with the total flood control benefits in 
determining the over-all benefit-cost ratio of the project. So far as I 
know there was no separate determination of what would be the 
return on the power at the time of the justification. 

Mr. Jones. The question is which is the best figure, that is, the 
$418,000,000 figure or the $218,000,000 figure. 

Mr. Bucuanan. Mr. Chairman, on that that is where the real 
controversy comes in. The $418,000,000 figure is based on our normal 
approach to allocation on other projects. It is based on the evaluation 
of power in the terms of steam electric power. That is what it really 
amounts to. That would be a ceiling. From there on down the 
point is how far down. I think the bottom of the picture is the incre- 
mental cost approach. If your revenues or rates are based on incre- 
mental cost you are at least returning the cost of the specific facilities 
that are used in generating power. 

Mr. Jones. Then your studies at the present time would not indicate 
which figure of the two of those cost allocations, that is, of the Corps 


of Engineers or of the Southwestern Power Administration, is the 
more nearly accurate? You have derived no conclusion with respect 
to which is the more appropriate figure on which to calculate a rate? 

Mr. Bucwanan. The one approach is to eon: go it with commen- 


surate steam generated power on the one hand and then the actual 
cost of the facilities that are used exclusively for the generation of 
power in these projects. 

Mr. Jones. Why do you go about it making steam generation a 
comparable figure for arriving at some rate ¢ 

Mr. Bucwanan. I will give you my own answer to that. I think 
the basis of that approach is that steam generated power is steady and 
consistent. Hydroelectric power, as we point out in our statement, is 
generally used to carry the peak load. 

Mr. Jones. You have a regular stream flow in the area and continu- 
ous studies that would generally reflect what the hydro capacity is that 
could be expected out of those streams, do you not? 

Mr. Bucuanan. Well, I think the best illustration I can think of 
right now is the St. Lawrence, which is @ good example of firm power. 
It has a stream flow variation of about 24% to 1. Going back to the 
Southwestern Power Administration, the stream flow there varies 
widely. There are extreme fluctuations and its principal value is 
that it can be used only for peaking. 

Mr. Jones. Of the total amount of power in the Southwestern 
Power Administration what is the ratio of steam and the ratio of 
hydro? 

Mr. Bucuanan. It is all hydro. 
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Mr. McWuorter. In these 12 projects it is all hydro. 

Mr. Apams. They have no steam plants of theirown. They are tied 
in to the existing systems of the area, which do have a considerable 
amount of steam. I think the ratio in the area is about 90 percent 
steam power today for all facilities. 

Mr. Jongs. I believe they are proposing some steam generation. 

Mr. McWuorrer. If they are not, they probably will be. 

Mr. Bucwanan. That generally follows, Mr. Chairman. In devel- 
oping hydroelectric projects eventually they have to. The output is 
limited and when that saturation point is reached they have to go to 
steam. That always follows, I think. 

Mr. Jones. Sometime I would like to have the committee go into 
that in a little bit more detail if you are available, Mr. McWhorter, 
because that brings a new aspect in as to how you determine rates 
pave on a steam generation-potential. Do you follow that in all 
cases 

Mr. McWuorter. I think you should be given a little further infor- 
mation on that subject. Suppose you were considering a project for 
power development only; not a multiple-purpose project. If the cost 
of power from that plant would exceed the cost of power from a new 
steam electric plant in that same locality then you would not build 
the hydro plant. You would put in a steam plant and get your power 
cheaper. So that manner of ascertaining power values on the basis 
of alternative steam electric costs simply fixes the maximum rate 
that could reasonably be charged under any circumstances; otherwise 
you ceuld get power cheaper from another source. 

Mr. Jonrs. Why do you have to build upon a hypothesis to obtain 
a rate when Congress authorized the project and it is already con- 
structed? Why do you not base your rates on the actual cost rather 
than some hypothetical figure? 

Mr. McWuorrer. Actually, Mr. Chairman, the rates are based on 
actual costs; that part of the actual costs that is assigned to power. 
The only reason for making this other calculation is to show the very 
maximum that those rates could be. 

Mr. Bucnanan. Mr. Chairman, I think that this possibly may clear 
it up. This method of comparing the hydroelectric with the steam 
generated power is used in justifying the project initially. After it 
is constructed then that does not necessarily enter into the picture, 
but to justify it initially so far as power is concerned we would have 
to show that the hydroelectric power could be generated cheaper 
than a comparable steam plant. 

Mr. Jones. These two me submitted here, the $418,000,000 fig- 
ure and the $218,000,000 figure, do those embrace some question as to 
what alternate plants could be put into operation ? 

Mr. McWuorrer. All those figures mean is that the $418,000,000 
figure is based on the cost allocation that the Army engineers would 
use if they had the sole authority. The $218,000,000 represents the 
cost that would be carried by power if the Department of the Interior 
had complete authority to do all these things. That is all that means. 

Mr. Jones. If the rates of the Southwestern Power Administration 
were based on the $218,000,000 figure, would it repay to the Federal 
Government the amount of money we have invested in those proj- 
ects over a normal period of time? 
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Mr. McWuorrer. It would repay the $218,000,000 under the pro- 
gram set up by the Department of the Interior, with some of those 
facilities to be amortized over a period of 100 years. 

Mr. Jones. That is based on a 100-year figure? 

Mr. McWnorter. For some facilities. The Department of the 
Interior feels that a dam, for instance, which will last much longer 
than 50 years, should be amortized over a longer period. In the case 
of Bonneville, Congress said the cost should be amortized over a 
reasonable period of years, and the Federal Power Commission adopted 
a 50-year period. In Mr. Buchanan’s statement this morning he men- 
tioned that fact. 

Mr. Bucuanan. The basis of the rate-making, Mr. Chairman, is 
that you take one or the other of these figures, that is, the $418,000,000 
of the Army Engineers in which the—— 

Mr. Jones. Is that $418,000,000 a 40-year figure? 

Mr. Bucttanan. That is what I am getting down to. Or you take 
the $218,000,000 of Southwestern Power Administration. You apply 
to that the rate-making formula. The normal rate-making formula 
of the Southwestern Power Administration which we use in all of our 
rate-making approaches contemplates a 50-year figure for amortiza- 
tion of the cost and of the investment. It brings in other factors. 
In this case we did not apply that. First of all, we departed from 
what you might call the rate base—the allocation of costs where we 
usually pull in some joint costs. We departed from that and went 
into the incremental costs. That is what it amounted to. We did 
not say so, but that is what it was. We took the lower figure of $218,- 
000,000. Then instead of using the 50-year figure we also took the 
Southwestern Power Administration’s figure, which was an amortiza- 
tion or a service-life basis. In other words, some parts of the project 
would wear out in 30 years, some would last 70 years, and some would 
last 100 years. That is a service-life approach. We took that basis 
with a figure of 100 years and not to exceed 100 years, and on that 
basis we approved those rates. It is not our normal rate-making 
approach. 

Mr. Jones. It isa long time, Mr. Chairman. One hundred years is 
a long time. 

Mr. Bucuanan. Those dams will last 100 years and probably more, 
I think, but it is not our normal approach and we do not believe it is a 
proper approach. 

Mr. Curran. Mr. Buchanan, what you said, as I understand it, 
is that the rate schedule you have approved is not the one that 
supports your Bureau of Power's conclusion as to allocation of cost. 

Mr. Bucnanan. That is right. 

Mr. Curran. In other words, the Commission reversed the Bureau. 

Mr. Bucwanan. It does not meet our normal standards. That is 
correct. But, Mr. Curran, I want you to understand this: It complies 
with the law we were working under. We were working under the 
1944 Flood Control Act and the standards the Congress set up we 
have fully complied with. We just do not think those standards are 
right. ‘That is the point. 

Mr. Jones. That is something very interesting. 

Mr. Woop. May I ask a question, Mr. Chairman ? 

Mr. Jones. Yes, Dr. Wood. 
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Mr. Woop. These 12 dams in the appropriation bills have been 
introduced and passed by Congress. ‘They have been authorized, 
and eight of them, I think you said, are either finished or under 
construction. 

Mr. Bucnuanan. They are all authorized by Congress. 

Mr. Woop. The only thing of interest to the Congress, then, in 
regard to this matter, is that that has been complied with. It really 
does not make any difference. Either figure complies with the acts of 
Congress in authorizing these dams. The only Sleseion it makes is 
in the rate making. Is that right? That is, the difference between 
the $418,000,000 and the $218,000,000 is for rate-making purposes, 
and has nothing to do with the cost of the dams. 

Mr. Bucuanan. That is correct. That is all. The capital cost. 
Yes. 

Mr. Woop. That is all. 

Mr. Macee. Mr. Chairman, on the multiple-purpose dams along the 
Columbia River, we will say, as I understand it the public organizations 
under the basic law have first rights to the power, and I under- 
stand that surplus power is sold to private electric-power companies. 
Does your Commission make those contracts with the private-power 
companies ¢ 

Mr. Bucnanan. No, sir; wedo not. Nor do we want to. 

Mr. Macer. You have nothing to do with that? 

Mr. Bucuanan.'‘ No. 

Mr. Macee. Even though it is out of your jurisdiction how is that 
handled? By the Department of the Interior ¢ 

Mr. Bucnuanan. You are speaking of Bonneville? 

Mr. Mager. Yes; let us speak of Bonneville. 

Mr. Bucuanan. Any project that is constructed by the Department 
of the Army under the 1944 Flood Control Act, the power generated 
at those projects is sold and administered by the Department of the 
Interior. 

Mr. Mager. Yes. 

Mr. Bucuanan. And they make the contracts and handle it. 

Mr. Macer. That is all. 

Mr. Jones. Mr. Chairman, I would like to make inquiry as to the 
general provisions contained in licenses issued to private builders of 
structures on navigable streams. What limitations are imposed upon 
the use of those dams in the case of floods? Do they have any respon- 
sibility to use those reservoirs for storage of flood waters, or are they 
permitted to use them as they see fit ? 

Mr. Bucwanan. If they are constructed for power they are power 
projects and they probably would have little value as flood-control 
projects. I feel sure of that. Mr. Adams will elaborate on my 
statement. 

Mr. Apams. In some cases where flood control can be accomplished 
within the over-all operation and purposes of the project, flood control 
is provided. A case in point is the Osage Dam, that is, the Bagnell 
Dam on the Osage River, constructed by the Union Electric Co. of 
Missouri. Complaint was made as to the operation of that reservoir, 
the claim being made it was aggravating floods on the river. The 
Commission made an investigation and set rules and regulations for 
operating the reservoir to obtain such flood benefits as could be accom- 
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plished consistent with the primary purpose for which the project 
was built. 

Mr. Jones. Is there anything in the license that would protect the 
future Federal interest in any of those streams respecting flood-control 
works that could be accomplished on a given stream ? 

Mr. Apams. There have been cases where the Federal Government, 
for instance—— 

Mr. Jones. I mean the license itself. Does that have a pertinent 
provision ¢ 

Mr. McWnuortrr. Generally not. No. 

Mr. Bucuanan. I do not believe so, Mr. Chairman. 

Mr. Jones. Why should it not have some provision that would pro- 
tect the future Federal interests in flood control ? 

Mr. Bucwanan. Of course, all licenses are issued on a 50-year basis 
and at any time the Federal Government can step in and condemn and 
take over the project. 

Mr. Jones. That istrue. We would not have to have a license of the 
Federal Power Commission if the Federal Government wanted to 
exercise the right of eminent domain. That is one of the inherent 
things possessed in our Constitution, but I am talking about the 
licenses now. What provisions are made in those licenses them- 
selves ? 

Mr. Bucwanan. None. 

Mr. Jones. Should there not be a provision in there ? 

Mr. Bucuanan. We have never really considered the matter, Mr. 
Chairman. It has never been posed to us before that we know of. 

(Subsequently, the Federal Power Commission advised that some 
licenses contained provisions for flood control and others do not. It 
is not the ee practice of the Commission to include such pro- 
visions. However, they could be where the projects contemplate large 
reservoirs. ) 

Mr. Jongs. The question has arisen before the committee in sev- 
eral instances that there was not proper coordination between the 
private dams, the Corps of Engineers dams, and the Department of 
the Interior dams when they were in the same general location, and 
they did not carry out a coordinated flood-control program, and that 
control of the situation by the issuance of a license is likely to arise. 

Mr. Bucuanan. I do not see how it could arise under the license 
unless the Corps of Engineers or some party came in and raised the 
question. 

Mr. Jones. All right. Let us take a dam on the Coosa River, Mr. 
McWhorter, where the Alabama Power Co. is the licensee. 

Mr. McWhorter. That is right. 

Mr. Jonrs. They have a dam there with an unusual amount of 
storage capacity. Suppose that a flood was occurring down at Mont- 
gomery on the Alabama River and that the Corps of Engineers would 
ask the Alabama Power Co. to store water in that dam. The Alabama 
Power Co. refuses. Would the Federal Government be able to do 
anything about it? 

Mr. McWuortrer. I do not think they could. I do not see that they 
could under the existing law. 

(Subsequently, Mr. McWhorter advised the subcommittee that un- 
der the license for project 349, Martin Dam, of which Mr. Jones was 
speaking, there was no authority for the Federal Government to act. 
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However, under the license for project 618, Jordan Dam on the Coosa 
River, the Federal Power Commission could require operation of the 
reservoir to control flood waters. ) 

Mr. Woop. Mr. Chairman, is it not a fact that in most dams, whether 
private or federally owned, they would be only too anxious to store 
water back of the dam? 

Mr. Jones. Yes, but those questions were put to the committee. 

Mr. Woop. It seems to me that the trouble would mainly come the 
other way. I think the dams, no matter who owns them, are very 
anxious to get enough water back of the dam to protect their power. 

Mr. Bucuanan. That is basically the approach, but when we issue 
a license the license must be fitted into a comprehensive program for 
the development of that particular river basin. I do not think the 
question of putting flood control into our licensing has ever come 
up before. 

Mr. Jones. Then the situation is likely never to arise. 

Mr. Bucwanan. The situation never has been posed to us before, 
so I would say it never has. 

(Subsequently, the Commission Chairman, Mr. Buchanan, advised 
that the situation has arisen in a few cases on which he wished to sub- 
mit a statement for the record. The statement follows:) 


EXPLANATORY STATEMENT CONCERNING AUTHORITY UNDER THE FEDERAL POWER 
Act To IMPOSE CONDITIONS IN THE INTEREST OF FLOop CONTROL 


Section 10 (c) of the Federal Power Act provides, in part: 

“That the licensee * * * shail conform to such rules and regulations as 
the Commission may from time to time prescribe for the protection of life, 
health, and property. * * *” 

Prior to 1987 the Commission issued 26 licenses, which are at present out- 
standing, and which required the licensee, in the use, storage, and discharge 
from storage of waters affected by the license, to be controlled by such reason- 
able rules and regulations as the Commission may prescribe in the interests of 
flood control and of the fullest practicable use of such waters for power purposes. 

Since the passage of the Flood Control Act of 1936, similar license conditions, 
when used, have generally related to rules and regulations for the protection of 
life, health, and property and the fullest practical use of water for power 
purposes and other beneficial public uses. 

License conditions of the two types mentioned above were not included in all 
licenses, but only where the physical capabilities of the project facilities made 
their inclusion advisable. 

These general conditions have been interpreted to require operation of a licensed 
project so as not to aggravate floods over what would occur under natural con- 
ditions as if the project were not in existence. In certain cases, the Commis- 
sion has supplemented the general condition with a specific rule of operation 
during times of flood—such as for the Union Electric Co. Bagnell project No. 
459 on the Osage River in Missouri, the South Carolina Electric & Gas Co. Saluda 
project No. 516 in the Saluda River in South Carolina, city of Seattle Ross 
project No. 533 on the Skagit River in Washington, and the proposed city of 
Tacoma Mossyrock project No. 2016 on the Cowlitz River in Washington. 

Aside from the question as to whether the Federal Power Act carries the 
necessary authority, the Commission has not required, in licenses, provisions 
for positive beneficial flood control (that is, provision for flood control in-excess 
of that required for nonaggravation of floods) except in special cases where 
the Federal Gvernment made provision for a contribution for the positive flood 
contrul or the positive flood control could be obtained without material inter- 
ference with the power operation or with a relatively small additional invest- 
ment over that required for the power projects. These are several reasons for 
this position. 

In the flood-control acts beginning with the 1936 act, the United States has 
assumed the responsibility for flood control on a nonreimbursable basis. It 
does net seem equitable to require a licensee and its consumers who are tax- 
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payers to provide positive flood control at their own expense, while other groups 
of citizens are provided with flood control at no expense except through the 
payment of taxes. Furthermore, a licensee has no means of collecting revenue 
on the additional investment necessary for positive flood control. 

If the investment for power and positive flood control are greater than can 
be supported by power revenues, a potential power developer could not afford 
to construct a joint power and flood-control project. The enforcement of such 
a requirement without Federal subsidy would retard the development of the 
Nation’s water resources. 

With regard to the special cases referred to above, the 1938 Flood Control Act 
authorized a participation not to exceed a cost of $2,000,000 by the United States 
for flood contrel in the Blakely Mountain project on the Ouachita River in 
Arkansas. At that time this project was to be constructed under the license for 
project No. 271 by Arkansas Power & Light Co., but was later eliminated from 
the license for failure on the part of the licensee to start construction withia 
the time specified in the license. The project is now under construction by the 
United States. 

The licensed Grand River Dam Authority Pensacola project No. 1494 on the 
Grand River in Oklahoma has provision for positive flood control. This project 
Was financed by PWA loan and grant, and the United States at its own expense 
provided the land necessary for the top 5 feet of storage capacity. 

The license for the city of Seattle Ross project No. 553 requires the reserva- 
tion of 200,000 acre-feet for flood-control storage during the period November 1 
to April 1 each season upon the installation of spillway gates on the Ross dam. 
This is being done at the licensee’s expense and the use of this storage for flood 
control during the specified period will not interfere materially with the power, 
operation of the project. 

A similar flood control reservation is provided for in the license for the pro- 
posed city of Tacoma Mossyrock project No. 2016 on the Cowlitz River in Wash- 
ington. Here again, the use of the storage for flood control during the specified 
te will not interfere materially with the power operation of the project. 

Jones. Let us take another situation. Suppose a licensee 
sbetttne a dam on a given stream is just going about its business and 
later on after it has put it in operation the . Federal Government under 
the flood control or reclamation authority was to construct a dam that 
would increase the generating capacity of the dams below where the 
licensee is ey Would that increase in generation be a payable 
item to the Federal Government ? 

Mr. Bucwanan. Yes. They pay what they call headwater benefits. 

Mr. Jones. So that is a condition of all licensees, that they would 
pay for increased generating capacity ¢ 

Mr. Bucuanan. That is right. 

Mr. Jones. Does the Corps of Engineers in making their estimates 
of benefits on a project take into account the returnable items that go 
into the Federal Treasury by virtue of that increased generation ? 

Mr. Bucuanan. Mr. Adams will answer that, Mr. Chairman. 

Mr. Apams. The Corps of Engineers in making their estimates and 
determining their benefit-cost rations under such a condition includes 
as a benefit the downstream benefits to any existing facilities. To that 
extent it is included in the formulation of the project. 

Mr. Jones. How do you determine how much water is being used 
to increase the capacity of the dam lower down in making your 
assessments against the licensee? 

Mr. Apams. Benefits are determined on the basis of the expected 
operation of the upstream reservoir over the period of years or over 
the experience that you may have when the determination, is made. 
The Federal Power Act under section 10 (f) makes provision for 
determination of benefits from a Federal reservoir to a downstream 
plant. 
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Mr. Jones. Is that an actual benefit or a speculative benefit? — 

Mr. Apams. It is supposed to be an actual benefit, although it can 
be estimated in advance if that is necessary. 

Mr. Jones. And agreed upon? 

Mr. Apams. I do not think it necessarily would be agreed upon. 

Mr. Bucuanan. It probably would not be wise to agree upon it be- 
cause it can be actually determined afterward. 

Mr. Jones. Are they billed per annum for those water uses, or how 
is that estimated and how is it paid? 

Mr. McWuorter. The benefited project pays the upper project each 
year the amount fixed by the Federal Power Commission as being 
an equitable share of the annual charges for interest, maintenance, 
and depreciation on the headwater storage improvement. 

Mr. Jones. Then it is an estimated rather than an actual benefit? 

Mr. McWuorrer. Well, it is determined, or you might say closely 
estimated after the benefits have actually accrued to the downstream 
power developer. 

Mr. Jones. Suppose you have a licensee and you estimated that the 
waterflow in the project would be a certain volume of water. At the 
end of the year you have a dry season and have only one-half of your 
estimate of water. What would be the rights and remedies of the 
licensee to recover for that? 

Mr. McWuorter. That is not the way we are doing it, Mr. Chair- 
man. We determine those benefits to the downstream power devel- 
oper annually after he has gotten the benefits. 

Mr. Jones. So at the end of a fiscal period you bill the licensee for 
whatever water benefits accrued to him by virtue of that upstream 
structure ¢ 

Mr. McWuorrer. We require him to pay the upstream developer. 

Mr. Jonrs. ‘To whom does he pay that? 

Mr. McWuorrer. He pays it to the owner of the head water improve- 
ment, that is, the upstream project. 

Mr. Bucnanan. If it is a Federal project it goes into the Federal 
Treasury. 

Mr. McWuorrer. Exactly. 

Mr. Jonrs. Are assessments being made on all licensees where that 
situation I have just described exists ? 

Mr. Bucuanan. No. 

Mr. Jones. Why are they not being made ? 

Mr. Bucnanan. Well, because a lot of them are in process of 
calculation. 

Mr. Apams. There is one case where such payments are being made 
in California, between two operators, one being the Pacific Gas & 
Electric Co., and the other the Southern California Edison Co. The 
downstream beneficiary makes annual payments to the upstream proj- 
ect in accordance with the determination made annually by the Federal 
Power Commission, after the benefits have been accomplished. 

Mr. Jones. Has that been carried out in every year in which the up- 
stream structure has-been in existence? 

Mr. Apams. Yes, sir. 

Mr. Jones. Has the cost of assessments of the licensee been com- 
puted in every instance where projects are outstanding like that? 

Mr. Bucuanan. Mr. Adams, would you tell the chairman just what 
studies are being made now in connection with headwater benefits. 
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Mr. Apams. That initial study in California is the only one that 
has actually been completed and where assessments are now being 
made. Others are under investigation in other parts of the country. 
For instance, in the Columbia River Basin during the past year an 
investigation has been in progress to determine the downstream bene- 
fits to the Rock Island project from the Grand Coulee project. 

Mr. Jones. How long have those investigations been going on to 
determine the cost to the licensee ¢ 

Mr. Apams. It is only in the last few years that we have under- 
taken or begun to undertake them on a larger scale, because Federal 
projects are coming into the picture now. 

Mr. Jones. When a Federal project is proposed and it is considered 
that by the construction of an upstream structure it will increase the 
generation of the downstream licensee a thousand or so many kilo- 
watt-hours, do you take that figure as being sound and proceed with 
your assessments at the time it goes into operation, or do you delay 
it until such time as you can make an independent survey and inves- 
tigation ¢ 

Mr. Apams. We make our investigation at about the time of the 
beginning of the operation of the project. For instance, the Alatoona 
project in the southeast has only recently been completed and we are 
now making an investigation to determine the benefits following the 
first year’s operation there. 

Mr. Jones. Has that always been true of every project where you 
have that situation ? 

Mr. Apams. We have not had sufficient staff to make all of them that 
are needed, but as the Federal projects are now coming in we are 
endeavoring to keep up with the studies for the Federal projects. 

Mr. Jones. Does the Corps of Engineers get your estimate prior to 
the submission of estimates of costs and benefits as to the potential of 
increased generating capacity of a licensee which would make a reim- 
bursable item to the Treasury of the United States? 

Mr. Apams. At the time they make their estimates for the projects 
they seek the assistance of the Federal Power Commission in deter 
mining the downstream benefits, if any. 

Mr. Jones. So all of the projects like that are being put under in 
vestigation now to determine what reimbursement the licensee would 
make? 

Mr. Apams. We are being called upon to assist them in any new 
investigations of that nature. 

Mr. Woop. May I ask a question, Mr. Chairman? Let us reverse 
the process. Supposing you have a private dam upstream from a 
lately constructed Federal dam. Would the same rule apply con- 
trariwise ? 

Mr. Bucuanan. There is a difference of opinion on the Commission 
with respect to that. I stand corrected. Under the existing law it 
would not apply. 

Mr. Woop. Is that just? 

Mr. Bucuanan. Well, personally I think it is. 

Mr. Woop. Why? 

Mr. Bucuanan. There is a difference of opinion on the Commis- 
sion in that respect. Why? Because I am presuming now that the 
upstream, that is, the headwater improvement is a licensed project, 
licensed by the Government to some private individual, corporation, 
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or what not. But the very fact that they are on a Federal stream 
and they have a Federal license indicates they are there by permission 
of the FederalGovernment. Therefore, why should a Federal project 
downstream return to a licensee or permittee of the Federal Govern- 
ment money that the Federal Government—not money, but return 
money to that licensee when it is there by sufferance of the Federal 
Government ? 

Mr. Woon. I see. 

Mr. Bucuanan. That is not an unanimous opinion of the Com- 
mission, but that is mine. 

Mr. Woop. There happens to be a similar set-up in my own district 
right now. One is the Washington water power dam which is being 
built at Cabinet Gorge and the other is the Federally constructed proj- 
ect at Albeni Falls. Both are in process of construction. However, 
there is a lake intervening so I assume it would not apply. 

Mr. McWuorter. In that case, Dr. Wood, the Cabinet Gorge proj- 
ect will hardly have any storage to benefit anything downstream. It 
is more like a run-of-the-river project, I believe. 

Mr. Woop. Yes. Iam very familiar with it. 

Mr. Bucuanan. Mr. Chairman, Commissioner Smith is here also, 
and in connection with the statement I made on the Southwestern 
Power Administration contract that was recently approved by the 
Commission he would like to add a few words to what I said. 

Mr. Jones. We would be delighted to have you. 

Mr. Netson Lez Smiru. Thank you very much. I have been sitting 
and listening with a great deal of interest, and it is sometimes easier 
when you are listening than it is when you are on the firing line to 
see possible confusion regarding particular matters. I thought there 
might have been, unintentionally, a blurring in respect of the discus- 
sion of the $418,000,000 Army engineers allocation and the $217,- 
000,000 Southwestern Power Administration’s allocation in the earlier 
discussion on that point. 

I think it ought to be pointed out that, even on the Army engineers 
$418,000,000 the allocations at Denison and Norfork are also on an 
incremental cost basis, accounting for roughly, as I figure it, about 
20 percent of the total investment. That is a detail which I thought 
it might be of some assistance to the committee to clarify in its con- 
sideration of this very important matter of cost allocation. 

Mr. Jones. It isa 20-percent factor, you say ? 

Mr..Nevtson Lee Smiru. No, sir. I say those investments at Deni- 
son and Norfork represent about 20 percent of the total investment 
estimated in the 12 projects. 

Mr. Jones. I see. ' 

Mr. Netson Lee Siri. Secondly, some reference was made to the 
presence of steam if the Southwestern Power Administration’s sys- 
tem. It is true no steam would be necessary or is included in the 
eight interconnected projects required to serve the aluminum load 
involved in that particular rate which was approved. My under- 
standing is, however, that in the over-all justification presented by the 
Southwestern Power Administration there is represented for firming- 
up purposes about 115,000 kilowatts of steam, owned not by the South- 
western Power Administration—Congress having not appropriated 
for such construction—but owned by the so-called Super-Co-ops and 
operated, in effect, for the Southwestern Power Administration. 
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Thirdly, I think in Chairman Buchanan’s reference to the pay-out, 
his understanding and mine in respect to the pay-out under the ap- 
proved rate contract are a little bit different. My understanding is 
that the rates which we have approved will yield to the Government 
in repay something over incremental cost, although a good bit less 
than the cost at allocated by the Army; but something over mcre- 
mental cost over something like a period of 50, rather than 100, years. 
I believe the staff agrees that I am correct. 

Mr. Jones. At that point let me ask this question: Does the differ- 
ence in years account for the difference in the figures of $418,000,000 
and $218,000,000? 

Mr. Nevson Ler Souirn. No, sir. That has nothing to do with it. 
That is the difference in terms of allocation method only. Then you 
have the further question of the amortization period. The two are 
related but separate things. They are related because in the compu- 
tation of the allocation you would give some weight to the benefits 
which in turn would be calculated over a period of time. 

If I might have just a minute or two more, I had one or two com- 
ments to make other than that. 

Mr. Jones. Yes, sir. 

Mr. Nerson Lee Suitru. It runs to both the chairman’s question and 
the question of Congressman Wood as I understood it. I think it is 
important to bear in mind the distinction between the justifications 
that are presented in Congress when projects are under consideration 
for construction and the ultimate question of who is going to pay for 
what. I think that was implicit, at least in Congressman Wood's 
question. 

When these projects are justified for appropriation purposes, as 
the questions of some of you gentlemen have indicated, power values 
are included within the benefits estimated to determine the cost- 
benefit ratio. The power values—those submitted by the Army 
engineers—are computed by the Federal Power Commission’s staff, 
and so far as I know, are fully relied upon. 

Mr. Jones. At that point, why should the Federal Power Com- 
mission be called upon to make an estimate of power benefits to a 
construction agency that is going to have to report to Congress on 
the figures, and then the agency goes back to the Federal Power 
Commission and there is some question as to those figures? 

Mr. Netson Ler Sirn. I do not think there ought to be any ques- 
tion as to those figures, and that is my point. The reason, however, 
why the matter is referred to us in the first place is that that is what 
the Congress set up as the procedure under the Federal Power, Rivers 
and Harbors, and Flood Control Acts for certain projects, and the 
procedure that is voluntarily followed under the so-called interagency 
egreements with respect to other types of projects. ; 

We are supposed to know something about the power aspects and 
to make recommendations as to the inclusion of power or noninclusion 
in these multiple-purpose projects. 

Mr. Jonrs. Did they consult the Federal Power Commission on all 
12 projects? : 

Mr. Netson Ler Smrru. I cannot answer that question, because I 
do not know whether all 12 have yet been submitted. 

Mr. Jones. Of the eight? 

Mr. Netson Ler Suiru. I presume so. 
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Mr. Apams. In the planning stage they consulted the Commission 
on all of them. 

Mr. Jones. Why should there be any doubt in your mind if you 
furnish them with figures on which to base their estimates of cost‘ 

Mr. Newson Lee Soiru. | was not suggesting there was any ques- 
tion, but I just wanted to point out that if projects have been author- 
ized, appropriated for, and constructed under certain assumptions 
as to power values, then if power revenues return less to the Gov- 
ernment than what those estimates were when you gentlemen relied 
upon them, then, of course, somebody—the Federal Government is not 
being reimbursed by the power users—and somebody, presumably 
the general taxpayer, is making up the difference. 1 thought-that was 
the question some of the members had in mind. 

My final comment runs to Chairman Buchanan’s comment with 
reference to the difference of opinion within the Commission on sec- 
tion 10 (f). He stated correctly that he feels that headwater bene- 
fits should not run against the Federal Government. 1, and I believe 
the other members of the Commission, think that they should, be- 
cause: (1) the investment which makes the headwater benefits 
possible to the Federal Government is privately provided and should 
in equity be reimbursed; and (2) if those benefits are not so paid for, 
obviously the cost of power from the Federal projects so benefited 
will be understated, that is, its over-all economic cost. 

Thank you Very much. 

Mr. Bucnanan. Do you have any further questions ¢ 

Mr. Jones. Yes; we have. Mr. Curran. 

Mr. Curran. Mr. Buchanan, you mentioned a situation in connection 
with the Missouri River Basin. The Flood Control Act of 1944 
includes two sections that you bring out in your statement. Section 
5, as I recall, provides that the Interior Department shall dispose 
of electric energy developed at projects constructed by the Corps of 
Engineers with rates approved by the Federal Power Commission. 
What you bring out is that section 9 (c) also is in that same act. 
That section relates to the Missouri River Basin program, and it says 
that the reclamation and power developments to be undertaken by 
the Secretary of the Interior under the Missouri River Basin plan 
shall be governed by the Federa! reclamation law. 

As I understand your statement, the Department of the Interior 
is how construing section 9 (c) to more or less supersede the specific 
section 5 of the same act. 

In other words, the Department of the Interior is including as 
power developments undertaken by the Department of the Interior 
the sale of energy from power developments undertaken by the Corps 
of Engineers in that basin, and so is not looking to the Federal Power 
Commission to approve the rates. Is that correct ? 

Mr. Bucuanan. That would seem to be the purport of communica- 
tions we have had with Interior on the subject. As you point out, on 
pages 16 and 17 of my statement the matter is set forth in some slight 
detail and indicates that Interior does not recognize that power rates 
coming from the Missouri Valley dams constructed by the Army 
engineers is subject to any rate approval of the Federal Power Com- 
mission. 

1 think where the error comes in is in section 9 (c) of the Flood 
Control Act. That section only refers to construction by Reclama- 
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tion or by Interior. It has no relationship whatsoever to construction 
by the Army engineers, which is covered by section 5. 

In other words, they are two entirely separate and distinct sections 
of the Flood Control Act relating to two distinct and entirely separate 
matters: That is a conflict that we have with Interior today, and 
today the rates are in effect but without any approval of the Federal 
Power Commission so far as we know. 

Mr. Curran.: Are Army engineer dams involved thus far in rates? 

Mr. Bucwanan. Yes. Entirely so. 

Mr. Curran. Which ones? 

Mr. Bucuanan. Mr. McWhorter will answer that. 

Mr. McWuorter. Fort Peck is the only one completed. Garrison, 
Oahe, and Fort Randall are all under construction, and Gavins Point 
is yet to be commenced. 

Mr. Bucnanan. Those are all large dams. 

Mr. McWnorrer. Three of them are extremely large dams and 
reservoirs ; that is, Fort Peck, Oahe, and Garrison. 

Mr. Jones. Mr. Buchanan, what would be your opinion of the im- 
pairment brought to the Federal Power Commission if all of its ad- 
ministrative duties were vested in the construction agency and thereby 
leaving it as a judicial or quasi-judicial organization, and that alone? 

Mr. Bucuanan. You mean with reference to rates? You say all 
of our administrative functions. 

Mr. Jones. I mean this: You are now called upon to make studies 
for the Corps of Engineers? ‘ 

Mr. Bucuanan. That is correct. 

Mr. Jones. And supply them with engineering data? 

Mr. Bucuanan. That is correct. 

Mr. Jones. And comments upon engineering projects ? 

Mr. Bucnanan. So far as power is concerned. 

Mr. Jones. So far as power is concerned. Why should that au- 
thority be vested in the Federal Power Commission rather than in 
the Corps of Engineers, the Department of the Interior, or any other 
building agency ? 

Mr. Bucwanan, In the first place it is a specialty. I think it is 
something that is indulged in in private practice as well as in the 
Government field. When a project is being constructed by private cap- 
ital they go to consulting engineers or specialists for certain features 
of the construction. That is the function we perform in this respect. 
We have a very small staff but it is a very highly skilled and capable 
staff. 

Mr. Jones. Why should it be vested in the Federal Power Commis- 
sion and not in the agency responsible for carrying out the work and 
compiling all of the engineering data? In other words, the parent 
organization that has the responsibility to make all of those reports 
and do all of the fact finding. 

Mr. Bucnanan. The answer as I would see it is that it is a specialty 
that goes beyond the normal functions of the other agencies. 

Mr. Jones. The Corps of Engineers does not have a sufficient engi- 
neering staff to make those studies and reports ¢ : 

Mr. Bucnanan. They have, but it is a specialty and they would 
have to add it to what they have. 

Mr. Jones. Does not the Federal Power Commission make surveys 
and studies of power requirements for various agencies throughout the 
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country such as the Corps of Engineers and the Department of the 
Interior and other agencies such as international commissions ? 

Mr. Bucnanan. We make power market surveys and we make es- 
timates of future power requirements. 

Mr. Jones. Why cannot those studies be made by organizations 
like the Department of Commerce which is engaged in all the other 
similar activities? 

Mr. Apams. May I comment on that? 

Mr. Jones. Yes, sir. 

Mr. Bucuanan. Mr. Adams will you give an answer to that. 

Mr. Apvams. I think one of the principal reasons is the fact that 
the Commission has the information on the power industry and makes 
that its everyday business in connection with its regular work in the 
licensing of hydroelectric projects and other regulatory work. 

Mr. Jones. You would continue. I do not mean to take away the 
right to issue a Federal license, but I am talking about the work that 
goes on in all the areas where the Department of Commerce has an 
organization set-up and there is a district engineer, and Department 
of the Interior’s offices all over the country, and we are obtaining sim- 
ilar information from all of these agencies. Why do we need special 
studies such as that? Why can we not conduct them with existing 
agencies without having duplication in that work? 

Mr. Apams. I do not believe there is duplication in respect to power. 
Each one of the several agencies contributes to the planning within 
its particular field, and power is the particular specialty of the Federal 
Power Commission. 

Mr. Jones. The Corps of Engineers makes a similar study to the 
one made by the Federal Power Commission with respect to need, does 
it not? 

Mr. Apams. Not with respect to power needs, power values, and 
transmission requirements. All of those matters are referred to the 
Federal Power Commission is an advisory capacity to the Corps of 
Engineers. We have complete information on the facilities and 
operations of every power system in the United States, which is not 
in their files. 

Mr. Jones. Do you comment on designs of projects to meet the need 
of a given area as proposed by the Corps of Engineers ? 

Mr. Bucuanan. Not on the design. 

Mr. Apams. Only as far as power is concerned. 

Mr. Jones. As far as power is concerned ? 

Mr. Avams. Yes; but not with respect to the other features. 

Mr. Jongs. Do you suggest to the Corps of Engineers the type of 
generators that will be placed in a generating plant to fit the needs 
of a particular area? 

Mr. Apams. Yes, sir. That is as provided in the Flood Control 
Act of 1944 and other flood-control acts. The Federai Power Com- 
mission, jointly with the Chief of Engineers, recommends what power 
provisions shall be made at each project. 

Mr. Jones. Suppose you have a project where you have a 40,000- 
kilowatt generator and you have some four or five co-ops out here 
that cannot take that kind of capacity. Do you recognize the needs 
of those co-ops and tell them what kind of generators to put in the 
structure to give service to those people ? 

99217—52—pt. 3——5 
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Mr. ApaMs. We do not design it. specifically for any particular 
individual load, but. we endeavor—— 

Mr. Jones. Why don’t you? Don’t you want to see the construc- 
tion is going to meet the needs of the people in the area affected ? 

Mr. Apams. We are trying to make provision in the design of the 
hydroelectric installation to get the most efficient use of that power site 
in terms of the utilization of the water-power resources of the river. 

Mr. Jones. The need of these projects and the need of the people. 
Where are we given a proper emphasis on that in the Federal Power 
Commission? We want these projects built for the use of the people. 
We are not trying to accomplish an engineering feat out here, because 
if it did not satisfy the needs of the people then it fails in all of its 
objectives. 

r. BucHaNnan. Mr. Jones, I think one of the factors here is in con- 
nection with our other work that these matters will come into it in 
any event. Our study of the electrical industry interconnections and 
all of that all ties back in. We have to have that information for 
that purpose. It just carries over into the other work of the Army 
engineers, and so forth, just as a matter of course. It follows as a 
matter of course. 

Mr. Jones. Let us go back to the original question. These func- 
tions are just incidental to the main purpose of the Federal Power 
Commission. 

Mr. Bucwanan. Yes. That is what I am attempting to say there. 

Mr. Jones. Would it be a great injury to the Commission if those 
powers or those responsibilities were placed on other shoulders? 

Mr, Bucuanan. I did not understand. 

Mr. Jones. Would it be an impairment or an injury to the Federal 
Power Commission if those responsibilities were placed on other 
shoulders ? 

Mr. Bucwanan. Well, I would say we would continue to function 
in the field as we had the regulatory 

Mr. Jones. But would it injure the rate-making powers that are in- 
herent in the Federal Power Commission if it were to lose those ad- 
ministrative responsibilities ? 

Mr. Bucuanan. We would have to have, I think, practically the 
same personnel for the regulatory approach. Are you speaking now 
of the licensing of ‘ 

Mr. Jones. I am not talking about licensing. I am talking about 
surveys, reports, and power needs of a given area and all of those 
things that enter into it. Because what we are hoping some day to 
do is to get. some centralization of authority where we will not have 
the whole thing spread over 35 agencies of the Government like we 
have at the present time. 

Let me give youanexample. From the time a project is authorized 
until the construction starts we are spending 1014 years on an av- 
erage in this country. One of the reasons why we are spending so 
much time is that we have to send reports to every agency of the Gov- 
ernment, and it just takes time before they report back to Congress 
and before we can get a schedule so that we know what we are doing 
and can authorize this project. It is an endless task. Therefore we 
want to try to get this authority vested in an agency that can make 
those comprehensive studies of the project and report as soon as 
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practicable back to the Legislature so that we can act on the project 
either one way or the other. 

Mr. Bucnuanan. I would answer your question this way: To the 
extent our regulatory functions other than the licensing functions 
would not be interfered with, it would be possible to do so, but I think 
staffwise we would have to keep practically the same staff in the Fed- 
eral Power Commission. 

Mr. Smith would like to comment on that. 

Mr. Nevson Ler Sarru. I would like to add to what the chairman 
said, with which I completely agree, that we recognize the importance 
of speed and a proper centralization of responsibility, but I think the 
important thing to recognize is that somebody is going to have to do 
this work, and that is going to take people. 

It is up to you whether you will keep it in the Federal Power Com- 
mission, or the Army engineers, or the Department of Commerce, or 
whatever other agencies may be involved, but I think the view thus 
far in the Congress has been that because of the Federal Power Com- 
mission’s expertise in this field, it had a function which it was per- 
forming and perhaps it could do it most efficiently. That may or may 
not be so. 

Mr. Jones. What we had in mind, Mr. Smith, was not just trans- 
ferring it from agency to agency, but what I want to do is to get the 
related functions to be carried out together. We could swap agencies 
from now to doomsday and we are not going to accomplish anything or 
make any corrections in the basic difficulty, but concentration of func- 
tions is the thing. This idea of this agency or that agency doing it is 
not very appealing because you still have the work. We want to ex- 
pedite it by coordinating the functions that agencies have. 

Mr. Nevson Lez Smiru. That is what I was trying to say too. I 
realize you gain nothing by transferring functions or piling one 
agency on top of another unless you do get some value in return, and 
by “you” I mean the Congress in considering what should be done 
thinks it gets some value out of a review by an agency that has nothing 
to gain through construction. It is not concerned with the construc- 
tion or operation of projects but it is primarily and importantly con- 
cerned with all aspects of the electric power business, both public and 
private. 

Mr. Jones. Particularly as far as rate making is concerned. 

Mr. Nevson Lee Smrru. Particularly as far as everything is con- 
cerned : the adequacy of service; the kind of plants you need ; the kind 
of plans you need properly to develop river basins; the kind of inter- 
connection and tie-ups you need to serve the people, and so on. 

Mr. Jones. Would you like to comment further ¢ 

Mr. Bucnanan. No; I have no further comment. 

Mr. Jones. Mr. McWhorter? 

Mr. McWuorrer. No; except that I suggest the Commission letter of 
January 22, 1952, be made a part of the record. 

Mr. Jonrs. Without objection. it is so ordered. The material will 
be placed in the record at the end of today’s proceedings. Well, that 
is all then. Thank you very much, Mr. Chairman and the members 
of your staff. I am sure there may be other questions that will come 
to our mind and we shall endeavor to keep in close contact with your 
organization. 

Mr. Bucnanan. Very well. 
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FEpERAL POWER COMMISSION, 
Washington, January 22, 1952. 
Hon. Rorert E, Jones, Jr., 
Chairman, Special Subcommittee to Study Civil Works, 
Committee on Public Works, House of Representatives, 
Washington, D. CO. 


Dear Mr. Jones: This letter is in further reply to your letter of October 20, 
1951, and its purpose is to supply your subcommittee with the information you 
have requested, and to answer the following questions appe; iring in the second 
paragraph of your letter: 

(a) If the Commission undertakes surveys or studies without the specific 
request of another Department, how are these surveys or studies authorized? 

(b) What is the nature of the flood-control work of the Commission? 

The principal statutory authority for the activities of the Federal Power Com- 
mission concerning projects for water conservation and development is found 
in the Federal Power Act of August 26, 1935. By title II of the Public Utility 
Act, approved August 26, 1935 (49 Stat. S38), the original Federal Water Power 
Act approved June 10, 1920 (41 Stat. 1063), was amended in certain respects 
and made part I of the Federal Power Act and parts II and III added to that 
act. Part II vests in the Commission jurisdiction over interstate transmission 
of electric energy and public-utility companies engaged therein. Part III 
relates to such companies and to licensees and embodies the administrative and 
procedural provisions of the Federal Power Act. 

Section 4 (a) of the act authorizes and empowers the Commission— 

“To make investigations and to eollect and record data coneerning the utili- 
zation of the water resources of any region to be developed, the water-power 
industry and its relation to other industries and to interstate or foreign com- 
merce, and concerning the location, capacity, development costs, and relation 
to markets of power sites, and whether the power from Government dams can 
be advantageously used by the United States for its public purposes, and what 
is a fair value of such power, to the extent the Commission may deem necessary 
or useful for the purposes of this Act.” 

In the exercise of the authority delegated to the Federal Power Commission 
by the Congress to issue licenses for hydroelectric projects on streams or other 
waters over which the Congress has jurisdiction and on lands of the United 
States, it is necessary that the Commission make investigations of the character 
authorized by section 4 (a) of the Federal Power Act. In this connection it 
will be noted that this authority was first vested in the Commission more than 
31 years ago, the language of section 4 (a) of the Federal Water Power Act of 
June 10, 1920, being identical with the corresponding language in the Federal 
Power Act, as amended, August 26, 1935. 

Section 10 (a) of the Federal Power Act, which contains language similar to 
but not identical with that of section 10 (a) of the Federal Water Power Act of 
June 10, 1920, is of such importance as bearing upon your inquiry as to justify 
quoting it in full here: 

“Sec. 10. [As amended August 26, 1935.] All licenses issued under this part 
shall be on the following conditions : 

“(a) That the projects adopted, including the maps, plans, and specifications, 
shall be such as in the judgment of the Commission will be best adapted to a 
comprehensive plan for improving or developing a waterway or waterways for 
the use or benefit of interstate or fcreign commerce, for the improvement and 
utilization of water-power development, and for other beneficial public uses, 
including recreational purposes; and if necessary in order to secure such plan 
the Commission shall have authority to require the modification of any project 
and of the plans and specifications of the project works before approval.” 

It will be observed that the act expressly requires that each licensed project 
be best adapted, in the judgment of the Commission, to a comprehensive plan for 
developing the water resources involved for the purposes stated in section 10 
(a), including water-power development. Obviously the Commission would not 
be able to reach such a judgment without first making investigations of the 
character authorized in section 4 (a) and definitely contemplated in section 10 
(a) of the act. : 

In answer to your first question we state, therefore, that the Commission under- 
takes and conducts such investigations on its own motion in connection with 
the exercise of its licensing authority, the investigations having been authorized 
*- ¢he Wederal Power Act, and being absolutely necessary to the proper admin- 
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The licensing of hydroelectric projects is the oldest function of the Commission. 
As of June 30, 1951, 192 licenses for major hydroelectric projects, and 141 licenses 
for minor projects with installed capacity of less than 100 horsepower, were in 
effect. The aggregate installed capacity of these licensed projects is 7,041,000 
horsepower. The projects under license at the end of the fiscal year 1951 are 
designed for ultimate installations totaling 9,932,000 horsepower. In addition 
to licenses for complete hydroelectric prejects, 34 licenses for minor parts of 
complete projects and 286 licenses for transmission lines across lands of the 
United States were in effect on June 30, 1951. 

Applications filed with the Commission during the fiscal year 1951 contemplate 
ultimate net installations totaling more than 3,300,000 horsepower, this figure 
being more than double the comparable figure for similar filings during the fiscal 
year 1950. At the end of fiscal 1951, 193 applications proposing ultimate installa- 
tions of more than 6,300,000 horespower were pending before the Commission, 
and in view of increasing power requirements throughout the country it seems 
reasonable to assume that ‘the amount of capacity involved in new applications 
filed each year in the immediate future will continued at a high rate. 

The many applications for new hydroelectric projects, each of which must be 
duly considered and acted upon, afford an idea of the volumeof investigatory 
work which must be done in order that the Commission may reach sound conelu- 
sions on the question as to whether the project works proposed in each applica- 
tion are in conformity with the requirements of section 10 (a) of the Federal 
Power Act. 


MULTIPLE-PURPOSE WATER-CONTROL PROJECTS WORK DONE BY THE FEDERAL POWER 
COMMISSION IN COOPERATION WITH OTHER DEPARTMENTS AND AGENCIES OF THE 
GOVERN MENT 


Under section 4 (c) of the Federal Power Act the Commission is authorized 
and empowered “To cooperate with the executive departments and other agencies 
of State or National Governments” in the conduct of investigations made under 
section 4 (a) of that act, and in the determination of the actual legitimate 
original cost of and the net investment in licensed projects under section 4 (b) 
thereof. The Commission cooperates with the States as occasion arises in matters 
relating to licensed hydroelectric projects, and with the Department of the Army 
and the Department of the Interior in matters relating to proposed muitiple- 
purpose water-control projects. 

The Flod Control Act approved June 28, 1938, and subsequent flood-control 
and river and harbor acts place upon the Federal Power Commission joint re- 
sponsibility with the Chief of Engineers, United States Army, for recommenda- 
tions to the Secretary of the Army with respect to the installation of penstocks 
or other facilities adapted to possible future use in the development of hydro- 
electric power at dams authorized by such acts. None of the several acts requires 
that the Secretary of the Army shall approve such joint recommendations but thus 
far he has approved them without exception. The installation of penstocks and 
reiated power facilities in flood-control dams is recommended by the Federal 
Power Commission only in cases where the power values thus to be preserved 
justify such action. The pertinent provisions of the Flood Control Act of June 
28, 1938, are quoted in full below: 

“Seo. 4. That the following works of improvement for the benefit of navi- 
gation and the control of destructive floodwaters and other purposes are hereby 
adopted and authorized to be prosecuted under the direction of the Secretary of 
War and Supervision of the Chief of Engineers in accordance with the plans in 
the respective reports hereinafter designated: Provided, That penstocks or 
other similar facilities adapted to possible future use in the development of hydro- 
electric power shall be installed in any dam herein authorized when approved by 
the Secretary of War upon the recommendation of the Chief of Engineers and of 
the Federal Power Commission.” 

It is not possible to determine whether the installation of penstocks for the 
preservation of the power values inherent in a reservoir project proposed by the 
Corps of Engineers would he justified without making engineering studies of the 
power potentialities of the project; nor is it possible to determine whether the 
proposed reservoir would constitute a proper part of a comprehensive plan for 
development of the water resources of the river basin in which the project is lo- 
cated without making such studies. 
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RIVER BASIN SURVEYS AND STUDIES 


Under the specific and general authority hereinbefore cited, the Commission 
carried forward during the fiscal year 1951 and the first half of fiscal 1952 its com- 
prehensive surveys of the water-power potentialities of the Nation’s major river 
systems in all parts of the country, and of course contemplates the continuance 
of these activities. This work ineludes studies of comprehensive river-basin 
development, carried on usually in cooperation with other Federal agencies, 
and investigations of the hydroelectric potentialities of water-control projects pro- 
posed for construction by the Cerps of Engineers, United States Army, and by 
the Bureau of Reclamation, Department of the Intertor. During fiscal year 
1951 the C ssion‘s staff participated :in 104 cooperative investigations with 
the Corps ef Engineers and in 50 basin surveys or ‘project investigations with 
the Bureau of Reclamation. 

Multiple-purpose reservoir projects propesed by the Corps of Engineers may be 
in any section of the country but all such projects proposed by the Bureau of 
Reclamation are in the Western States. 

These surveys and studies are made by the Commission’s Bureau of Power, with 
the assistance of relatively small units consisting almost entirely of employees 
in the engineering grades stationed in Washington and in the Commission’s five 
regional offices located in New York, Chicago, Atlanta, Fort Worth, and San 
Francisco. 

The Commission’s field staff makes cooperative investigations with the field 
representatives of the Corps of Engineers and the Bureau of Reclamation and con- 
sults with and advises the field staffs of those agencies with respect to the power 
features of reservoir projects in the early planning stages. These cooperative 
studies involve a determination of the relationship of the proposed mulitiple- 
purpose reservoirs to comprehensive plans of river-basin development, and an 
estimate of the amount and feasibility of the power that could be produced in con- 
nection with each project. In the conduct of these investigations full considera- 
tion is, of course, given to possible markets for the power as indicated by power- 
market surveys made by the Commission's staff. Estimates are also made of the 
value of the power to prospective purchasers. After review in the Washington 
office, these studies provide a basis for the Commission’s comment and recommen- 
dations to the Secretary of the Army on project plans as developed at a higher 
level of authority in the Department of the Army. 

The improvement of the rivers and other waterways of the United States for 
flood control and allied purposes is now a function of the Department of the Army. 
(See sec, 1 of the Flood Control Act approved June 28, 1938.) In its consideration 
of multiple-purpose projects proposed by the Corps of Engineers, in which both 
floed control and power values are involved, the Commission, in determining the 
power values, must of necessity take cognizance of flood control which generally 
is the principal purpose served by such reservoir projects. The purpose of the 
eooperative investigations made by the Corps of Engineers and the Commission 
with respect to such projects is to insure the’preservation of both flood control and 
power values in a combination that will best serve the public interest. It may 
be noted further that purposes other than fleod control and power may be and gen- 
erally are served by such projects. 

Thus, in answer to your question regarding the nature of the flood-control work 
of the Commission, it may be stated that the Commission considers flood control 
only in its relation to power development where both of these functions are in- 
volved in multiple-purpose reservoirs proposed for construction by the Department 
of the Army; and that through the coopertaive efforts of the Commission and 
the Corps of Engineers the desirable use of these reservoirs for the two purposes 
is attained. 

The Commission's staff also reviews and the Commission comments upon the 
watershed reports of the Department of Agriculture, 15 such reports having been 
considered during the fiscal year 1951. These reports deal with watershed im- 
provements, including relatively small headwater reservoirs, and while they are 
considered carefully it has not been necessary to devote much time to them. The 
Commission also cooperates with the Federal Security Agency in connection with 
the pollution abatement activities of the United States Public Health Service. 
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COST ALLOCATIONS TO POWER DEVELOPMENT AS BASIS FOR SCHEDULES OF RATES AND 
CHARGES 


Another activity relating to multiple-purpose water control projects in which 
the Commission engages under statutory authority is the allocation to power 
development of an appropriate part of the capital costs of such projects, the 
purpose of these allocations being to provide a basis for schedules of rates and 
charges for the power, it being necessary under existing law, with respect to 
reservoir projects under the control of the Department of the Army, that rate 
schedules be confirmed and approved by the Federal Power Commission before 
becoming effective. All costs incurred specifically for power facilities are, of 
course, charged directly to power development; and in addition an appropriate 
share of the costs of joint-use facilities is apportioned to power development. 

In this connection it is in order to quote certain pertinent provisions of sec- 
tions 6 and 7 of the Bonneville Project Act of August 20, 1987 (50 Stat. 731) : 

“Seo. 6. Schedules of rates and charges for electric energy producted at the 
Bonneville project and sold to purchasers as in this Act ‘provided shall be pre- 
pared by the administrator and become effective upon confirmation and ap- 
proval thereof by the Federal Power Commission. Subject to confirmation and 
approval by the Federal Power Commission, ‘such rate schedules may be modified 
from time to time by the administrator, and shall be fixed and established 
with a view to encouraging the widest possible diversified use of electric 
energy * ° 9.” 

“Sec. 7. * * * Rate schedules shall be based upon an allocation of costs 
made by the Federal Pewer Commission. In computing the cost of electric 
energy developed from water power created as an incident to and a byproduct 
of the construction of the Bonneville project, the Federal Power Commission may 
allocate to the costs of electric facilities such a share of the cost of facilities 
having joint value for the production of electric energy and other purposes as 
the power development may fairly bear as compared with such other purposes.” 

Thus it is seen that with respect to the existing Bonneville project at the 
head of tidewater on the Columbia River—the lowermost project either existing 
or prospective on that river—the Federal Power Commission has specific statu- 
tory authority regarding allocation of costs and rates to be charged for the power. 
As to the McNary Dam project, farther upstream on the Columbia River, and 
certain projects on the lower Snake River, a tributary of the Columbia, the 
Commission has similar authority under the River and Harbor Act of March 2, 
1945 (59 Stat. 10), as related to the Bonneville Project Act. Construction of 
the McNary Dam was authorized subject to the following proviso: “Provided, 
That surplus electric energy generated at said dam shall be delivered to the 
Secretary of the Interior for disposition in accordance with existing laws re- 
lating to the disposition of power at Bonneville Dam * * *” A proviso of 
the same import and in almost identical language is applicable to the lower Snake 
River projects. 

Three other large projects on the Columbia River, namely, the Priest Rapids, 
John Day, and The Dalles projects, were authorized by the Flood Control Act 
of May 17, 1950 (64 Stat. 168), which makes no provision for cost allocations 
to power development. The Chief Joseph project, also on the Columbia River, 
formerly called Foster Creek project, now being constructed by the Corps of 
Engineers, was authorized by the River and Harbor Act of July 24, 1946 (60 
Stat. 641), which makes no provision for an allocation of costs to power de- 
velopment. Inasmuch as all four of these Columbia River projects are under 
the control of the Department of the Army, the power produced by them will 
be delivered to the Secretary of the Interior for transmission to markets, and 
for sale at rates confirmed and approved by the Federal Power Commission 
under the provisions of Section 5 of the Flood Control Act of December 22, 
1944 (58 Stat. 887). 

At the existing Fort Peck project on the Missouri River in Montana this Com- 
mission is responsible for making an allocation of costs to power development ; 
and schedules of rates and charges for the sale of Fort Peck power do not be- 
come effective until confirmed and approved by this Commission. The pro- 
visions of section 5 of the Fort Peck Act relating to rates, and of section 6 of 
that act relating to cost allocation, are identical with the corresponding pro- 
visions of sections 6 and 7, respectively, of the Sonneville Act. We invite at- 
tention to the fact, however, that three very large reservoir projects, known as 
the Garrison, Oahe, and Fort Randall projects, are now being constructed by the 
Corps of Engineers on the Missouri River downstream from the Fort Peck Dam 
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under the Flood Control Act of December 22, 1944, which makes no provision 
for cost allocations to power development. 

It should be observed further that numerous reservoir projects involving power 
values in various sections of the country, other than the projects in the Colum- 
bia and Missouri Basins referred to above, have been constructed or authorized 
for construction by the Department of the Army, under acts of Congress which 
make no provision for cost allocations to power development. 

As to multiple-purpose reservoir projects built by the two principal construc- 
tion agencies, namely, the Corps of Engineers and the Bureau of Reclamation, 
the Federal Power Commission has authority to make cost allocations to power 
at certain projects, the Department of the Interior has corresponding authority 
with respect to certain other projects, and no agency of the United States. has 
any specific authority to make such allocations at a majority of the reservoir 
projects authorized for construction by the Congress. 

It seems obvious that a well-defined congressional policy with respect .to the 
important matters of cost allocation and the fixing and supervision of rates 
charged for power produced at Federal reservoir projects, regardless.of by 
whom the projects are constructed, would be in the public interest. These are 
interrelated matters inasmuch as the rates at which the power is sold must pro- 
duce revenue sufficient at least to assure recovery by the United States of that 
part of the total project cost allocated to power development (see sec. 7 of the 
Bonneville Act). 

Sincerely yours, 


THomAs C. BUCHANAN, Chairman. 


(Whereupon, at 12:15 p. m. the subcommittee adjourned until 10 
a.m., Tuesday, May 6, 1952.) 








STUDY OF CIVIL WORKS 








TUESDAY, MAY 6, 1952 







CommMirrre on Pusiic Works, 
Srecta, SuscomMitTTee To Srupy Crvm. Works, 
Washington, D. C. 

The special subcommittee met, pursuant to adjournment, at 10:05 
a. i. in room 1302, New House Office Building, Hon. Henry D. Lar- 
cade, Jr., presiding. 

Charles D. Curran, staff director. 

Mr. Larcape. The committee will come to order. The first wit- 
ness this morning is Mr. Michael W. Straus, Commissioner of the 
Bureau of Reclamation. We have here a prepared statement. 

Will you read your statement, Mr. Straus? 














STATEMENTS OF MICHAEL W. STRAUS, COMMISSIONER, BUREAU 
OF RECLAMATION, DEPARTMENT OF THE INTERIOR; AND 
GEORGE E. TOMLINSON, ASSISTANT DIRECTOR OF PROJECT 
PLANNING, BUREAU OF RECLAMATION, DEPARTMENT OF THE 
INTERIOR 


Mr. Srravs. Thank you, Mr. Chairman. 
I am happy to report to the committee this morning. I reported 
to them in informal preliminary sessions and I am now glad to have 
an opportunity to present this in the open sessions. It gives us an 
opportunity to try to explain our operations. This happens to be our 
fiftieth anniversary in Hetladiubion, the golden jubilee, and we invite 
your most searching inspection of our record. 

The reclamation program has grown from a modest start to a com- 
plex activity involving expenditures of from $200 to $300 million 
annually. in the early days—that means immediately after the pas- 
sage of the reclamation law in 1902—the Secretary of the Interior had 
virtually complete control of the program. Upon his determination 
that a proposed irrigation development was practical, the project 
could be constructed with money from the reclamation fund. It was 
just that simple and direct. 

By contrast, projects are authorized for construction today only 
after, and in ’ ddition to a favorable finding by the Secretary, the 
critical review of a myriad of Federal and State agencies, review by 
the Bureau of the Budget, and direct action by the Congress of the 
United States. Congress then appropriates construction funds after 
further inquiry and justification, and construction is undertaken when 
a final definite plan report has been approved and repayment commit- 
ments obtained. 
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This evolution from the simple to the complex has been gradual 
over the past 50 years, aided and abetted by the ever-growing volume 
of reclamation law, now comprising well over 1,000 pages. 

Actually, the reclamation law is now one complete book, a sizeable 
supplement, and another supplement is being added as Congress 
passes new reclamation laws. 

Perhaps the most convenient way to give you a picture of our 
operations is to trace the development of a Reclamation project from 
sagebrush to sugar beets. A Reclamation project starts with a field 
investigation. Broad authority to initiate and carry out investiga- 
tions is contained in reclamation laws. In fact, it is a directive to the 
Secretary of the Interior “to make examinations and surveys for, 
and to locate” works for the development of irrigation and the river 
basin resources of the West and report thereon to the Congress. In- 
vestigations and planning are financed through funds appropriated 
by the Congress, in some cases supplemented by contributions from 
States, municipalities, and other interests. Where local interests 
specifically request investigations, appropriations act language re- 
quires them to contribute at least one-half the investigations’ costs. 
All investigations’ costs, by the way, are charged to the project and are 
reimbursable like the other project costs when the project is eventually 
constructed. 

The first step in the normal investigation procedure is to prepare 
a reconnaissance report to determine if further, more detailed studies 
are justified. If it appears that development with favorable local 
support may be practicable, a detailed project investigation is 
undertaken. 

The detailed project investigations comprise the project, planning 
stage and cover all phases of development, including water supply— 
very important in reclamation—land classification, marketing studies, 
designs and cost estimates, and engineering and economic feasibility 
determinations, The studies are completed in sufficient detail to 
establish that the project has engineering feasibility, is economically 
justified, that anticipated project revenues will meet all reimbursable 
costs, and that there is sufficient local support to assure success. 
During these investigaitons, the Bureau works closely with related 
State agencies and with other Federal agencies. It arranges, where 
necessary, for other agencies to participate, as, for instance, for the 
Corps of Engineers. to furnish flood-damage and flood-control benefit 
evaluations and for the Fish and Wildlife Service to appraise and 
report on fish and wildlife aspects. Extensive discussions are held 
with prospective water users and other local interests and, where de- 
sirable, public hearings are held. 

An investigation activity separate from that just described is that 
related to formulating comprehensive river basin development plans. 
Reclamation has completed or has under way such comprehensive 
basin investigations in every major river basin of the West. The in- 
dividual project plans developed are, of course, consistent with the 
broader basin-wide plans. 

Upon completion of the field investigations, the regional director 
prepares his proposed report. The proposed report is circulated to 
the field offices of other Federal agencies and to State and local inter- 
ests for comment. On receipt of comments from this referral, the 
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regional director prepares his final report, which is then transmitted 
to the Commissioner of Reclamation. 

The Commissioner prepares his proposed report, which is normally 
adopted by the Secretary as his proposed report, and is transmitted 
in accordance with the Flood Control Act of 1944 to the affected States 
and to the Secretary of the Army for review and comment, and to the 
head of the agency exercising administration over the wildlife re- 
sources of the State in compliance with the provisions of the act of 
August 14, 1946. It is also transmitted to other Federal agencies in 
accordance with procedures of the Federal Interagency River Basin 
Committee. 

In other words, it is made completely and thoroughly public. 

After all these comments are received, the final report of the Secre- 
tary is prepared and transmitted to the President, through the Bureau 
of the hudaet: On receipt of the advice of the Bureau of the Budget 
on the relation of the project to the President’s program, two possible 
courses are open to the Secretary. 

If the Secretary finds that the project meets certain requirements of 
law, namely, that it has aenene feasibility and that the returnable 
costs, together with the allocations to nonreimbursable purposes such 
as flood control, equal the total project costs, and if the affected States 
or the Secretary of the Army have not objected to the project, then 
the Secretary may submit to the Congress a report qualifying the 
project under the formula laid down by Congress and thereby author- 
izing the project. Such a report may be accepted or rejected by the 
Congress. Upon transmission of the report to the Congress and after 
transmission, the Secretary, through the Bureau of the Budget, may 


we 9 Congress to appropriate for construction. 

f the project does not meet the requirements of section 9 (a) of the 
Reclamation Act of 1939, if either an affected State or the Secretary 
of the Army objects, if some special provision requiring congresssional 
authorization is desired, or if for any other reason the Secretary de- 
sires, authorization of the ayo by the un, one the report is trans- 


mitted to the Speaker of the House and the President of the Senate, 
where it is referred to the appropriate committee, which may be the 
Committee on Interior and Insular Affairs, and it may be this com- 
mittee before which Iam appearing. Specific authorization legislation 
is introduced, hearings are held, and the’ project authorized by specific 
act of Congress. 

This completes the normal cycle encompassing project authoriza- 
tion. Major reclamation developments, such as the Missouri Basin 
project and the middle Rio Grande project, have been directly author- 
ized by Congress through inclusion in omnibus rivers and harbors 
and flood control acts. Other projects, such as the Hungry Horse 
Dam and Reservoir, have been authorized by special legislation with- 
out all the procedural background of detailed reports. In rarer in- 
stances, minor undertakings have in Congress’ discretion been author- 
ized by appropriation acts. 

turning to the construetion phase of a reclamation project, 
I would like to touch briefly upon report requirements and upon fac- 
tors determining project ilsetion: 

A project report sets forth essentially that information necessary 
to establish the engineering and economic feasibility of the develop- 
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ment, plan, to show its relation to other phases of basin development, 
and to indicate the support of local interests. Under the heading of 
“Engineering feasibility” such items as the types of physical struc- 
tures and their estimated cost by detailed breakdown, the adequacy 
of water supply, and the suitability of lands for irrigation are 
presented. 

The economic analysis made consists of two parts. The first, re- 
quired by reclamation law, consists of an allocation of project costs 
among the purposes served and a showing that the anticipated project 
revenues will return all reimbursable costs. The second, although 
not required by reclamation law, is the showing of estimated benefits 
and costs, and is made as a matter of Bureau policy. Thus, a recla- 
mation project must meet two standards of economic feasibility: The 
estimated benefits must exceed the estimated costs and the anticipated 
project revenues must provide for return of all reimbursable costs. 

Requirements of law and policy in respect to repayment of recla- 
mation projects are as follows: 

(1) Costs of certain services and functions are provided, as a mat- 
ter of national policy, by the Federal Government on a nonreimburs- 
able basis. Under present law these functions include flood control, 
navigation, and the preservation and propagation of fish and wildlife. 
The determination of the amount of the nonreimbursable cost as- 
signed is based on the allocation of cost among the various project 
functions. 

(2) Irrigation costs are returned without interest, usually over a 
period of 40 years or longer. In some cases water is delivered to the 
water users on a water service or annual charge basis. 

(3) Power costs are returned generally within 50 years with 3 
percent interest. 

(4) Domestic and industrial water supply costs are returned with 
interest, generally over a 50-year period. (‘The law makes the charg- 
-ing of interest discretionary on the part of the Secretary, but as a 
matter of policy, interest at the prevailing cost of money to the Gov- 
ernment is charged on municipal and industrial water sup- 
ply investment.) 

Under reclamation law and policy, the revenues from power and 
domestic and industrial water supply, including the interest com- 
ponent, may be used to help repay irrigation costs. It is reelamation 
policy further to pool project-wide, all projected revenues and re- 
imbursable costs to provide for uniform power rates and to facilitate 
irrigation development. This basin account principle is now opera- 
ting in the Central Valley and Missouri River Basin projects, and 
recommendations have been made to extend it to the Columbia and 
Colorado River Basins. 

The final major finding presented in a project report is that the 
water users desire and wil support the development. This means 
their acceptance of the requirements of reclamation law in respect: to 
acreage limitation, antispeculation, and repayment of costs and that 
they are willing to enter into firm contracts embracing these 
requirements. Si 

Having met these exacting standards and requirements, which, more 
so than any other Federal water resource development activity, protect 
the Federal investment, and having been authorized, a reclamation 
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project is eligible to receive funds through congressional appropria- 
tion and enter the construction stage. 

The Bureau’s construction program, as has been reported to the 
Congress, has been retarded wehalleeathy by criteria imposed, because 
of the emergency situation and international conflicts, on new starts 
by the President, the Bureau of the Budget, and the Department of 
the Interior, and I believe the Congress. The President’s current 
official budget estimate is thus a conservative program geared to the 
Nation’s current economy and over-all needs, rather than to the 
straight reclamation needs and demands for water and power. 

During the appropriation hearings the Bureau of Reclamation con- 
sistently follows a policy of voluntarily disclosing to the appropria- 
tion committees any significant changes or adjustments in its program 
that have developed since the previous hearings. These disclosures 
include among other things, changes in the economic justification of 
projects, new estimates of construction costs, and new schedules of 
construction. In this way, Congress is enabled to keep abreast of the 
changes which take place in the reclamation program from time to 
time. 

Prior to the initiation of construction of a new project which pro- 
vides irrigation services, a definite commitment on the part of the 
water users is obtained. Although reclamation law requires that such 
a contract be obtained only before water is delivered, in order to make 
certain that the water is actually desired by the local people and to 
protect the Government in the repayment negotiations, the general 
rule of reclamation is that the commitment to repayment and to com- 

liance with the antispeculation provisions of reclamation law must 
be obtained prior to breaking ground. 

Since 1949 the Bureau of Reclamation, by internal administrative 
action, has required approval by the Commissioner of a detailed report 
setting forth the definite plan of each new project before construction 
is undertaken. This is done in order to make certain that the plan-- 
ning has been properly done; that choices between alternatives liave 
been resolved; and to reassure ourselves that the project is justified 
and will produce the desired benefits. 

Upon completion of construction the project is ready for operation 
and maintenance. If it involves reclamation of private lands, a repay- 
ment contract would normally have been consummated with a repre- 
sentative district organization prior to construction. If public lands 
are involved, a representative district is formed and a contract exe- 
cuted during the initial years, or development period, of project > 
operation. On public lands, farm units are staked out and settled by 
public drawing. Techanical assistance is offered to new settlers 
through cooperation with State colleges and agencies of the Depart- 
ment of Agriculture. 

A basic policy is to encourage district organizations to assumé re- 
sponsibility for operation and maintenance of project works wherever 
possible. All operation and maintenance costs are assumed by the 
districts in addition to their repayment of capital costs. Upon com- 
pletion of repayment, the entire irrigation works, with the exception 
of storage reservoirs, are turned over to the water users. In the case 
of storage reservoirs, transfer of ownership requires a specific act of 
Congress. 

With a reclamation project in operation, the Federal Government 
realizes from then on a solid return on its investment. Project 
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revenues from power, irrigation, and domestic and industrial water 
supply repay all reimbursable costs. In addition, the increase in 
income tax from the enlarged tax base created by new farms 
and new business and industrial activities in reclamation areas 
is a significant contribution to the National Treasury. And this re- 
payment goes on indefinitely—it has no termination point. 

That is the mechanics of the ground rules that Congress laid down 
for the operation of the reclamation program. I am interested always 
in looking over the development oF reclamation history to observe 
how many projects were authorized by this committee before which 
I am now appearing. Really a great many projects that have gone 
forward in reclamation have been primarily authorized by this com- 
mittee. In requesting me to appear here this morning the com- 
mittee indicated through your staff director, Charley Curran, that 
there were certain matters in which the committee is particularly in- 
terested and which I will attempt to cover briefly. 

Foremost, was our experience in cost estimating and in the variations 
between estimated costs at the time of project authorization and the 
actual or curent estimates of costs of construction. This is a subject 
which must be analyzed on the basis of figures. Unfortunately, how- 
ever, bare figures without adequate explanation of their true meaning 
can be grossly misleading.. They can be, and have been, misinter- 
preted. They can be, and have been, distorted. It is through such 
misinterpretation and distortion that the Bureau of Reclamation, as 
well as the Corps of Engineers, has received much of the adverse cri- 


ticism directed at mislabeled cost estimating inadequacies. 
Reclamation’s costs have frequently exceeded the original estimates, 
Let me state that positively: Reclamation’s costs have frequently ex- 


ceeded the original estimates; our experiences have followed quite 
closely those of other Federal agencies and private industry. Work 
being completed today generally costs something more than twice the 
1940 cost estimates of the same program. 

I want to interpolate there. We are before this committee to say 
that these early estimated costs have increased. The estimates on 
works were frequently provided to Congress back before the Second 
World War, or even earlier than that, based on costs at that time. 
Costs are a great deal higher now than those estimates submitted to the 
Congress. It costs more today to build a dam, or a canal, or a sky- 
seraper, or a chicken coop, than it did according to the estimates made 
in the thirties or before 1940. Unhappily it seems to be costing more 
every month. 

Mr. Anceti. Commissioner, is that not due pretty largely to the 
50-cent dollar we have? 

Mr. Srravs. Well, inasmuch as the fact is that the costs are meas- 
ured in the current dollar and the dollar brings less labor and mate- 
rial, which makes it cost more than it used to, that is absolutely true, 


Mr. Angell. 
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Considering the entire reclamation program, with the exception of 
the Missouri River Basin project, which is explained in detail later, 
the costs estimated at the time of authorization totaled $1,308,000,000, 
as compared with $2,690,000,000 as of today. This represents an 
increase of about 106 percent. Two items account for 86 percent, the 
bulk of the increase: Changes in plan amounting to $706,000,000, or 
54 percent, and price changes amounting to $416,000,000, or 32 percent. 

I want to ask Mr. Tomlinson if he will present to the chairman at 
this time our cost index, which I think would be of interest to the 
committee. That is a chart that shows in types of construction the 
increase in costs since 1940. Then we will put it in the record if it 
is acceptable to the chairman. 

Mr. Larcape. Do you want to present it first ? 

Mr. Stravs. We will just hand it to you first. 

Mr. Laxcape. Let him hand it to the reporter and without objection 
it will be included in the record at this point. 

Mr. Srravs. All right. Thank you, sir. 

(The document referred to is as follows :) 
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Note.—The above cost indexes for construction work are based on the combined costs of material and 
labor furnished by the contractor and material and labor furnished by the Government. 


' Indexes for structures and improvements on pumping plants and powerplants are based on a reinforced- 
conerete structure. 
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Mr. Srravs. The largest item, “Changes in Plan,” results from sev- 
eral factors. Of the total of $706,000,000 in this category, approxi- 
mately $500,000,000 represents changes or extension of projects au- 
thorized or reauthorized by the Congress or prance sl authorized 
finding of feasibility under reclamation law. For instance, additions 
to the Central Valley project authorized by the Congress subséquent to 
the initial authorization of the project account for $240,000,000 of the 
increase. A further significant portion of the $706,000,000, about 
$100,000,000 represents construction of facilities provided for in the 
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original authorization but not covered in the original cost estimate. 
An example of this is found at Davis Dam where the original author- 
ization provided for the ultimate installation of a 225,000-kilowatt 

wer plant, but the cost estimate covered only the installation of a 
170,000-kilowatt plant. Thus, only about $100,000,000 or approxi- 
mately 8 percent, of the cost estimate at authorization, represents 
changes in plan due to various administrative decisions. 

The average increase of 32 percent due to price changes needs little 
explanation other than recognition that construction on several of our 
large projects such as the All-American Canal, Columbia Basin, and 
Central Valley was initiated in the early thirties and that many author- 
izations were in the late thirties and early forties when price levels 
were considerably lower than at present. Construction costs have 
risen steadily over the past several years in line with general price 
rises affecting practically all activities and commodities. 

I wish I were able to tell the committee, or I would be even more 
appreciative if the committee were able to tell me what the trend of 
construction costs is going to be in the next 5 years. I do not know. 

The remaining 20 percent of increase represents the accumulation 
of a number of items, none large in itself, as follows: Structural and 
engineering modifications, 3 percent; revisions to meet local needs, 3 
percent ; unforeseen conditions, 4 percent; inadequacies in planning, 6 
percent; national emergency, 1 percent; and all others, 3 percent. 

Further, these increases, in large part, occurred on projects such as 
Hungry Horse, Central Valley, and Columbia Basin: which were 
authorized by special acts of the Congress or by the President and in 
the absence of the regular type of report upon which normal reclama- 
tion authorizations are based. 

For the great majority of reclamation projects authorized in ac- 
cordance with normal procedure, analysis will show that the current 
estimates of construction costs, when adjusted for increases due to 
changes in prices and later authorized additions to or changes in plan, 
wre quite in line with the cost estimates presented at time of authoriza- 
tion. 

As I stated before, special explanation of the cost estimate figures 
for the Missouri River Basin project are in order. At the time of 
authorization, Reclamation’s portion was estimated to cost $840,000,- 
000, based on 1940 or prior estimates. The present estimated cost is 
$3,140,000,000. This large increase is due principally to the incom- 
pleteness of data on which the cost estimates were based at the time of 
the original authorization. Senate Document 191, Seventy-eighth 
Congress, second session upon which the original authorization was 
based, outlined a general basin-wide plan of development requiring a 
40- or 50-year construction program to accomplish. It neither in- 
tended, nor did it imply, that the estimated costs were firm. In fact, it 
did just the opposite, as evidenced by specific language in the report. 
This is a quotation of Senate Document 191: 

The plans on which the estimates are based were necessarily of a preliminary 
nature. At many-of the dam sites, exploratory work has been carried far enough 
to obtain dependable basic data. At other sites, further exploratory work must 
be undertaken before details of the structures can be determined and better 
estimates made. All the works proposed in the report are of the same general 


type which the Bureau of Reclamation has been constructing in the West since 
1902, and no novel or unprecedented problems are involved. All cost estimates 
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are tentative, and are subject to revisions in the light of further information 
which must be developed by exploratory work and detailed design studies before 
construction is undertaken. 

That is the end of the quote from the document in which Congress 
authorized the project. I thought it would be helpful to the committee 
to know that Congress is considering this project did recognize the basic 
facts and also the incompleteness of all the basic data on which Con- 
gress at that time acted, which I think was in 1944. 

Presumably the project was recommended by this committee and 
authorized by the Congress in the light of and with the full knowledge 
of these facts and with the understanding that further and complete 
investigations would be performed subsequent to authorization and 
before construction of the individual units was undertaken. 

Further, but a small portion of the Missouri River Basin project is 
under construction. Only 22 units out of over 200 are in the 195: 
construction program and represent only $400,000,000 total completed 
costs of the currently estimated $3,140,000,000 of over-all costs. It is 
quite probable that many of the units originally contemplated will not 
be constructed under the high price levels that are controlling today. 
Before new units are undertaken, they are thoroughly reviewed and 
economic justification reestablished under existing conditions as to 
costs and benefits. Thus, comiparison of original cost estimates with 
current estimates for the Missouri River Basin project has little value 
or real meaning. 

I might interpolate here that the Congres has not told me yet, or 
told General Pick yet, on what schedule we are supposed to complete 
the Missouri Basin project which we are charged with carrying on 
for the Congress. They have not instructed us as to whether we are 
supposed to do that in 10 years or in one century. The way we are 
actually instructed is each year by the amount of funds that the Con- 
gress makes available for the schedule on which the work will go for- 
ward, Soitis annually controlled by the Congress through the appro- 
priation procedure both to the Bureau of Reclamation and to the Corps 
of Engineers. There is no over-all policy instruction of when we are 
supposed to get the work done, but from my point of view and for my 
money as a taxpayer also, the sooner we get it done the better it will be 
for the valley. 

Mr. Smiru. Mr. Commissioner, in all practical reality that is the 
only way the Congress can act on a program so vast, is it not, in the 
light of what it is able to appropriate each year to the program ? 

Mr. Srravs. I think that is right and we have so aecepted it. We 
would be aided if we were instructed as to national policy, as to what 
the broad approach of the Congress was. That is, whether they 
wanted us to finish this in 25 years, which might be a reasonable 
period, or whether they would want us to finish it in a century, which 
other people might think is a reasonable period. 

There is a great deal of disagreement as to what is a reasonable 
over-all period. Rather than rely on our own judgment we would 
like to have that policy laid down, but I think what you say, sir, is 
correct. Congress does set the pace annually in the appropriation 
bill. It writes the velocity of the program for the coming 12 months 
in the new appropriation bill, and the velocity is always pa tr not 
solely by the needs of the Missouri Valley, but by domestic and world 
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events completely beyond the control of either General Pick or the 
Commissioner of Reclamation. ; 

Mr. Larcape. Will you permit me to make an observation at this 
point too in connection with the statement that you just made, Mr. 
Straus? In view of the terrible floods that we have had in the Mis- 
souri River Basin it seems like there are some differences of opinion 
now as to whether the Pick-Sloan plan should be undertaken or 
whether or not there should be some changes made in the whole pro- 
gram. The matter has become quite controversial and I know that 
many of the members of the committee have received much corre- 
spondence, and the newspapers have printed many articles in that 
respect. 

Mr. Srravs. Yes, sir. And of course the program in the Missouri 
Basin authorized projects, if further completed at this time, would 
have given some further flood control. If it had been less completed 
than it is, which is not very much already, there would have been 
even less flood control. 

With your permission, Mr. Chairman, I want to elaborate very 
briefly on that at the conclusion of this statement with some figures, 
because I think it is an important item. 

Mr. Larcape. Without objection, we would be glad to have you do 
that. | 

Mr. Mack. How much money has been requested of Congress for 
the coming year for the Missouri Valley ? 

Mr. Srravus. For the Bureau of Reclamation appropriation, which 
is aside from but is used with the Army appropriation for the Mis- 
souri Valley—Mr. Tomlinson and myself both remember the figure 
that was asked in the President’s b t for the Missouri Basin sec- 
tion of the reclamation program only to be about $46,000,000 for the 
fiseal year commencing next July 1. 

Mr. Maox. Do you know how much the Army has requested ? 

Mr. Srravs. I do not recall that figure, but I would be glad to 
look it up and insert it in the record at this time. It is somewhere in 
that range. I think it may be a little larger. I will look that up and 
yut it in. 

' (The information requested is as follows :) 

The President's budget estimate for fiscal year 1953 included $117,200,000 for 
work by the Corps of Engineers in the Mississippi River Basin. 

Mr. Srravs. Much has been said about the Bureau of Reclamation’s 
unstarted backlog of authorized construction. The Bureau is now 
working on 43 projects (including the Missouri River Basin project, 
rehabilitation and betterment program and the water conservation 
and utilization program, each as one project), with a remaining cost 
estimated at $4,066,0000,000, and there are 9 additional authorized 
projects on which construction has not yet been started, with an esti- 
mated cost of $261,000,000. The largest single project in this list—by 
far the largest—is the Missouri River Basin project, composed of over 
200 units which are scheduled to be built over a long period of years. 

Noté there, the best I could tell you on that is a long period of years. 
I cannot tell you how many. 

The remaining cost of this project is estimated to be about 


-$2,800,000,000. 
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The job of water resources development has become increasingly 
complex, with more and more emphasis on the interrelationships of 
various functions and the benefits of providing for the multiple- 
purpose use of structures. This trend has necessarily brought about 
the interweaving of the programs of several Federal agencies. Vari- 
ous means of coordinating these programs from direct agency to 
agency contcats to group activity of such bodies as the Federal Inter- 
agency River Basin Committee have been and are being employed. 

The Bureau of Reclamation and the Corps of Engineers have a 
particularly difficult task of coordination. Operating in the same 
river basins of the West, their authorities and responsibilities overlap, 
and in many cases their basic laws and policies diverge. Under these 
circumstances, it is not strange that there have been differences be- 
tween the agencies. I am convinced that sincere efforts have been 
made consistently and are being made at the present time to resolve 
these differences. Agreements have been consummated in the Colum- 
bia, Middle Rio Grande, and Missouri Basins, and those projects are 
testimony to the success of these efforts. In other areas, notably the 
Central Valley, conflicts have arisen that are still unresloved. 

In most part these conflicts can be traced directly to different or 
overlapping basic law and responsibilities. In all areas, however, 
where the Bureau and the Corps are carrying on parallel studies, in- 
vestigations, and activities, there is unavoidably a substantial measure 
of some duplication, particularly as to administration and overhead. 
But we keep that to a minimum and we exchange basic data between 
the agencies. 

Another item that this subcommittee asked me to include is public 
criticism or reclamation activities. Any agency with a program as 
large and diverse and controversial, as that of reclamation must expect 
a certain amount of criticism. We get it. I will not deny that we 
have had our share. I do, however, want to point out that there are 
two particular sources from which criticism or reclamation’s operations 
originate. 

As the world’s largest power generator and transmitter and as the 
marketing agent for excess power produced at most Federal plants, 
the Department of the Interior, including the Bureau of Reclama- 
tion, is a favorite target of the private utilities whose aim is to monop- 
olize power distribution from’Federal projects and to circumvent the 
Federal public power policy. _ The other major source of criticism is 
from the large Lo dectines and commercialized agricultural interests 
of the West who are opposed to the 160-acre limitation and antispecu- 
lation provisions of reclamation law. The Bureau of Reclamation 
is a strong supporter of long-established Federal policy, established 
by the Congress in these two issues, and bears the brunt of attack from 
those who are primarily opposed to Federal policy rather than to 
the Bureau of Reclamation. Thus, much of the criticism of Recla- 
mation must, in all justice, be discounted when the source of criticism 
is considered. 

Reclamation is an old hand at being investigated. It has probably 
undergone more investigations, congressional] and otherwijse, than any 
similar agency of the Federal Government. It has not suffered from 
having lived so much of its life in a goldfish bowl. We welcome such 
interest of Congress. 








| 
| 





singly 
iips of 
ltiple- 
- about 
Vari- 
ney to 
Inter- 
ad. 
lave a 
. Same 
rerlap, 
r these 
es be- 
> been 
esolve 
‘olum- 
ts are 
ly the 


ant or 
vever, 
pS, in- 
“asure 
head. 
tween 


yubliec 
im as 
xpect 
ait we 
e are 
tions 


is the 
lants, 
ama- 
mMop- 
t the 
sm is 
rests 
ECU - 
ation 
shed 
from 
n to 
ecla- 
cism 


ably 

any 
‘rom 
such 


STUDY OF CIVIL WORKS 469 


I might say we benefit by it because many of these investigations 
clarify some point of national policy for us. We are proud that the 
net result of all this attention has been the endorsement and continued 
support of the reclamation program by the Congress. 

Much has been accomplished by Reclamation during its first half 
century. Nearly 6,000,000 acres of desert and semiarid land have 
been furnished water to produce annual crop incomes of more than 
one-half billion dollars to approximately 125,000 owners of family- 
sized farms. Approximately 4,250,000 kilowatts of hydroelectric gen- 
erating capacity have been installed and 1,000,000 kilowatts more are 
now being installed, making Reclamation the largest producer and 
transmitter of power in the world. More than 100 dams and reser- 
voirs have been completed, with a total capacity of nearly 75,000,000 
acre-feet for irrigation, flood control, navigation, recreation, fish and 
wildlife, municipal and industrial water, power, and other useful 
purposes. 

That storage space in operation today makes the Bureau of Recla- 
mation the largest individual conservator and distributor of water 
that there is. 

Despite such a record, however, Reclamation has not been able to 
meet the needs for water and power in the area it serves. The needs 
of the West continue to present a real challenge to the Interior Depart- 
ment, to the Bureau of Reclamation, and to the Congress. 

Now, Mr. Chairman, in view of the fact that so much of reclamation 
has been made possible by this committee, just to make the material 
convenient to the committee I ask permission to leave with the com- 
mittee for its records a number of documents and reports that I think 
are helpful in getting the whole story before you. They are The 
Drought in Southwestern United States,-which was published in 
October 1951; the Bureau of Reclamation Manual, which is an exten- 
sive document. There are only selections of it here. That is our 
Bible by which we must proceed. It is based on the laws passed by 
the Congress. A volume on Water Studies is included in there as 
well as ones on Basin and Project Development. Benefits and Costs, 
and Cost Allocation Procedures. Also the Reclamation Project Data 
Book; the vital statistics and documents of the projects, many of 
which are authorized by this committee, that are now operating. 

Also the Federal Reclamation Laws, Annotated, with the 1946 
supplement. I weighed this once. It is about 314 pounds in total, 
I think. Much of it was provided to the Bureau of Reclamation by 
this committee and included as part of the reclamation law. 

Also the Bureau of Reclamation Project Feasibilities and Author- 
izations, this being a compilation of various enactments passed by 
the Congress by which we abide; and I want the committee to have 
it all in convenient form. 

I want to answer all questions and give all information, but I want 
first-—— 

Mr. Larcape. Let me ask you this: In view of the fact that these 
documents are so voluminous that they cannot be included in the 
hearings, we would like to have them filed in the archives of the com- 
mittee for the use of the committee and its staff. 

Mr. Srravs. Yes, sir. And where we have a duplicate copy of 
these, if more are desired by any member of the committee, we will 
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provide them. I did not expect I could get them reprinted for free 
by the committee as part of the record. 

I want to respond to the question, Mr. Chairman, about the rela- 
tionship of current floods and past floods in the Missouri Basin to 
the Missouri Basin program, sometimes called the Pick-Sloan pro- 
gram, and what, if anything, that program has done to alleviate 
them, what it can be expected to do, and when it can be expected to 
do it, which I think are very pertinent questions that ought to be 
asked at this time. 

I am going to describe here only the reclamation section of that 

rogram, recognizing that a very great and worth while section is 
leis carried on by the Corps of Army Engineers generally under 
the direction of this committee also, this committee having authorized 
the whole project, and knowing that the committee is familiar with or 
will receive reports from General Pick and the Corps of Army 
Engineers on their section. 

I am addressing myself only to Reclamation’s responsibilities. 

There are a great number of projects authorized to Reclamation in 
addition to the Army engineers in the Missouri River Basin. What 
those projects will do for flood alleviation is directly established 
by whether they are completed ; whether the dams are closed ; whether 
they are under construction; or whether they are mere authorizations 
not reflected in any actual physical work on the system. 

As of April 1—these figures are as of April 1, which is 1 month 
ago—the Bureau of Reclamation has completed in the Missouri Basin 
watershed 32 dams that have a total capacity of 5,356,430 acre-feet. 
In the recent high water and the continumg high water—there is still 
high water out there in the basin in many areas—their fall capacity 
was available where needed on any tributary or upstream action of 
the system to hold water out of that flood. We could hold that much 
water out of that flood on completed dams. We did; 5,000,000 acre- 
feet of water is a lot of water to hold out of a flood and the country 
got that much benefit from the completed projects. 

Five million three hundred fifty-six thousand acre-feet, however, 
despite the fact that it is a lot ef water, is a small amount of water 
compared with the recent volume in the Missouri River Basin. 

There were as of April 1, and there are today, under construction 
seven additional Bureau of Reclamation projects that are not yet 
closed reservoirs and closed dams, that will provide upon completion 
and elesure, some of which will be closed in the next 12 months, an 
additional 4,271,600 acre-feet ef reservoir space. That much addi- 
tional space will be available to catch and hold the flood on the 
Reclamation section of the Missouri Basin program. That. totals 
virtually 10,000,000 acre-feet that will be available to catch and hold 
floods some place on the system on completion of all the work that is 
now under construction. Ten million acre-feet is also a lot of water, 
but it is not so much water when you compare it with the amount. that 
was running in the Missouri Basin system this year, and may run 
again. 

Mr. Larcapg. Those are all Bureau of Reclamation dams. 

Mr. Srravus. Those are Bureau of Reclamation only. They do not 
include very fine projects of majer flood-control service sueh as Gar- 
rison and Fort Randall on the main stream that are under construc- 
tion by the able Corps of Army Engineers. 
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In addition, still in the Bureau of Reclamation section only there 
are authorized but not started approximately 100 structures which, 
when financed, constructed, saiatel and closed as reservoirs would 
provide in the Bureau of Reclamation section of the plan alone an 
additional 25,000,000 aere-feet which, you see, is far more than any- 
thing constructed, completed, or under construction now. That is 
almost two and a half times as much. 

So the story in the Missouri Basin as of today is essentially that the 
pengorts that have been completed are working. The projects that 
1ave not been completed or started are not working. No floods are 
held or caught by proposed or prejected projects. I do not think they 
ever will, whether they are Army or Reclamation projects. That again 
comes back to our national policy decision which is being formulated 
annually and revised annually on what schedule we are supposed to 
complete these projects, or that it is the national desire to complete, 
or we are able to complete the Missouri Basin projects. 

Mr. Aneeit. Mr. Commissioner, have you any information to give 
to the committee as to the amount under the Army dams that will 
control floods in the area ¢ 

Mr. Srravs. Yes. I do not have it in figures with me now, but we 
have that information. It is public information as to what is con- 
strueted and what is under construction, and when it will be com- 
pleted. It is very substantial. This is true, Mr. Angell, that the Army 
priests are much larger main-stream projects than the Bureau’s. 

ey are well into construction because they are larger and more ex- 
tensive and more elaborate downstream main-stream projects than 
the Bureau’s. We both started at the same time, but the Bureau was 
naturally able to complete its smaller projects before the Army com- 
pleted any of its larger prans. 

But we will have those figures with the capacity of Fort Randall 
and all the rest of those main-stream dams. That is public informa- 
tion and we will be glad to file it at this point in the record. 

Mr. ANGELL. I wish you would, 

(The information requested is as follows:) 


Capacities of Army reservoirs in the Missouri River Basin 





Total eupe- | Flood controb 
| tty, acre-feet) acre-fent 








Completed (3) 3, 987, 000° 
Under construction (6) 53, 761, 000 8, 761, 600 
Aut but not started (8) ’ 6, 713, 000 4, 660, 700 

Oe 


Total (17) | 80,414, 400 | 17, 409, 300 








Mr. Ance.u. Is the controlled capacity larger or smaller than the 
amount, under your division ? 

Mr. Srravus, Well, of course, the Army has flood control capacity 
works that are not storage reservoirs, but they are flood-control works, 
such as levees and other items like that. I think you would find that 
the total authorized by the Army on the Missouri River system is larger. 
That would include, and properly should include, a great reservoir that 
is already working there, built by the Army engineers, namely, the 
Fort Peck Reservoir, high on the Missouri, built by the Army engi- 
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neers some years ago under the public works program prior to the 
authorization of the Pick-Sloan plan, but which is incorporated in 
that Pick-Sloan plan. 

Mr. Larcape. At this time, if you do not mind, we would like to 
have the staff director of the committee interrogate you. After he 
shall have completed his interrogation the members of the committee 
will also be permitted to interrogate you. 

Mr. Srravs. I will be glad to, sir. 

Mr. Larcape. At this time we will have Mr. Curran interrogate 

you. 
Mr. Curran. Mr. Straus, among the elements in which the sub- 
committee is most interested are the conflicts and overlaps in law and 
the relationship among the various agencies. The present Missouri 
River situation and that existing last summer would furnish many 
examples that can be used as illustration. 

Last fall the Bureau of Reclamation requested funds for initiating 
the Kirwin, Webster and Glen Elder projects. In February a press 
release came to the attention of this subcommittee stating that Kirwin 
Dam was being undertaken by the Bureau of Reclamation as an 
emergency flood control structure. 

Before the Senate Appropriations Committee on September 24, 
1951, General Pick made some remarks which I would like to read. 
I quote his statement : 

ents funds are being asked for these structures to build them for flood 
control. 


He is referring to the three dams under the Bureau of Reclamation. 


A situation is being created—and, Mr. Chairman, I should like to be quizzed 
on this very thoroughly because I think it is a very important point. In the 
1936 act the Corps of Engineers was charged with the responsibility of pro- 
viding flood control. The Congress has not changed that authority. Flood con- 
trol, in my opinion, is one of the most important considerations that we have 
because we are committing ourselves to the people to provide protection for them 
against ravishing floods. 

In my opinion that protection when provided should be assured the péople, 
and every precaution should be taken to insure that they get the protection as 
provided. 

There is one agency of Government responsible for flood control. There is 
springing up a_policy in obtaining appropriations to divide that responsibility. 
Gentlemen, if you divide the responsibility for controlling floods in a river basin 
like this and a storm falls there that precipitates a flood such as we had this 
spring in Kansas— 


that is July 1951— 

and there is any divided responsibility as to how to operate those structures 
in a basin of that size, you are placing in jeopardy the people downstream from 
those structures, because divided responsibility is weak. 

That ends General Pick’s quotation. Since he made that statement 
we have had this later flood. You mentioned the amount of flood 
control provided by Bureau of Reclamation projects. .Can you make 
any statement on General Pick’s testimony’ Particularly, how are 
your works coordinated with the flood-control works of the Corps of 
Engineers? 

Mr. Srravs. Yes; and I assume it would be pertinent to-relate it 
to the Solomon River and to Kirwin Dam, that being the actual trib- 
utary that is under discussion in the Missouri Basin program. 
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It is true, as General Pick said, that the Kirwin Dam was author- 
ized by the Congress and it was so true that the Congress placed the 
Kirwin Dam under construction by making an appropriation to it 

rimarily for flood-control purposes at the close of the last session. 

he contract has been let and the Kirwin Dam is under construction 
at the present time. The Kirwin Dam is in Kansas on the north fork 
of the Solomon River, thut flows into the Kansas River, that flows 
into the Missouri River. It is located in western Kansas. 

The dam was authorized by the Congress to be constructed in the 
1944 Flood Control Act, which authorized the Pick-Sloan plan—the 
coordinated act—in 1944. It was one of those that had not been 
placed in construction in the intervening 8 years until Congress 
decided to do so last fall. 

I believe that Congress acted, and I think they stated they acted, 
in recognition of the fact that this would provide some flood contro] 
on the Kansas River system, which had been a bad flooder and is a 
bad flooder. There has not been any conflict in operation between 
the Bureau of Reclamation and the Army engineers on the Kansas 
River system. 

We already have another dam on another tributary on the Smoky 
Hill River, known as the Cedar Bluff Dam, which caught and held 
its full capacity out of last year’s Kansas River flood. Congress 
instructed that Kirwin be constructed, and financed its construction, 
and stated that it initially should be undertaken at this time for flood- 
control purposes only. It does not provide any flood control today, 
and it is not yet completed. The construction contract is let on it, 
however. 

The sense of the congressional instruction, as I read it, in the 1944 
act, is that when opportunity comes later, secondarily, after provid- 
ing flood control initially, we shall make it a multiple-purpose dam 
and the floodwater we catch and hold there shall in the dry season 
be placed upon the land for irrigation purposes, so that it shall also 
become an irrigation purpose. 

I do not recognize any conflict between Kirwin Dam and the Army 
flood-control operations. Our people are working in close coordina- 
tion, and that means something more than just mouthing the word 
“coordination” with the Army during high water. Our regional 
direetors and our project superintendents went to the Army and said, 
“Now, is there anything you like us to do?” The Army said there 
were some things they would like us to do. We did them. I do not 
think there is a conflict there. 

The point General Pick makes is that in 1936 the general authority 
for flood control was given to the Corps of Army Engineers; and in 
1944, without repealing that general authority, the Congress further 
authorized a number of specific projects that should be carried on 
under that general authority and, in addition thereto, told the Bu- 
reau of Reclamation that they were supposed to build some for flood- 
control purposes. 

Mr Tomlinson reminds me that all space allocated for flood control 
on the river system will be used for flood-control purposes in accord 
with such regulations as the Chief of Engineers issues, which space 
would specifically include the flood-control space in Kirwin Dam on 
the Solomon River of the Kansas system of the Missouri system. 
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Mr. Surrn. Mr. Commissioner was the Kirwin Dam authorized in 
1936 as part of a flood-control act ? 

Mr. Srravs. The Kirwin Dam was authorized in the Flood Con- 
trol Act of 1944. The Flood Control Act of 1944 for the Missouri 
Basin area embraced the authorization of the Pick-Sloan plan. It 
‘was at that time that the Kirwin Dam was authorized by this com- 
mittee. 

Mr. Smrrn. I was interested in what reference you made about 

1936. 
Mr. Srravs. I said that the point General Pick made, and I believe 
it was the point that Charley Curran cited or quoted him as making 
then, was that it was the general authority for flood control granted 
by the Congress to the Corps of Engineers in the Fleod Control Act 
of 1936. Congress extended it in actually authorizing projects to 
the Army engineers and also told the Bureau of Reclamation to do 
some of it in the 1944 Flood Control Act for the Missouri Basin. 

Mr. Curran. Mr. Straus, the point is, it is approximately 8 years 
since the 1944 Flood Control Act became law. The two agencies 
worked together in developing the Missouri River project then, and 
it is now that General Pick raises the question, notwithstanding the 
provision in the Flood Control Act of 1944. I think it is section 7 
that says in effect that for multiple-purpose projects in which flood 
control is involved the Corps of Engineers will be responsible for the 
coordinating of the fload+control operation. In the quotation I read 
General Pick mentions that if you divide the responsibility for con- 
trolling floods in a river basin like this one you will be placing in 
jeopardy the people downstream from those structures. 


This brings up the question of divided responsibility. The ques- 
tion is, Is it at all true that there are any projects that the Bureau 
of Reclamation is operating for flood control that are independent of 
the Corps of Engineers? 

Mr. Srravus. Yes. Let me first say that I do not consider it a divided 
authority in operation. It may be any agency Congress sees fit to 
have do the contracting “ of building the structures, but inasmuch 

t 


as all space in any of these reservoirs allocated to flood control is 
concerned, it is and will be used for flood-control operation in accord- 
ance with the regulations of the Chief of Engineers. I do not feel 
there is a divided authority even if the Bureau of Reclamation opens 
and closes the gate and performs the ministerial function of opening 
and closing a dam, or Kirwin Dam when completed, according to 
the instruction or the regulation of the Chief of Reacienenactos might 
actually pull the gate a or shut it down, but the operation would 
be according to the regulation of the Chief of Engineers. 

In further answer to your question which is bringing out an im- 
portant point that there are projects of the Bureau of Reclamation 
which provide flood-control service, although they are built for con- 
servation purposes and no nonreimbursable allocation was made in 
the financing of them for flood-control purposes. Nevertheless, in 
the matter of intelligent public service we operate them for flood 
control, even though it is at the expense of the water users and power 
users who have to pay for them under reclamation law and are not 
relieved of any of the cost of them because they serve a flood-control 
purpose. 
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An example of that, and possibly the most spectacular example, 
is the Grand Coulee Dam that Mr. Angell is so familiar with out 
on the Columbia River, which has net one cent of allocation in its 
financing for flood-control eee one cent of reimbursable 
funds provided for it for -contrel purposes. It does have a 
million dollars of nonreimbursable allocation for navigation, but 
nothing for flood control. It was authorized as a _— and irriga- 
tion project to be repaid, with no other freemoney. However, because 
it was the only major project on the river completed and able to give 
some flosd-control benefits, regardless of the fact that it was not 
designed or authorized or financed on ‘that basis, we have been in the 
last 2 years and right at the present time teday voluntarily operating 
it so as to provide same flood-control service. This is extra service 
from a structure not built for that purpose on the Columbia River. 

We get some criticism for that. who are primarily inter- 
ested in the water for irrigation purposes, or in the water for power 
purposes, have some doubts as to whether we should make this great 
structure serve still a third, a very worth-while purpose which was 
not stipulated — Congress. 

Mr. Ancett. Mr. Commissioner, it is true, isit not, that the multiple 


uses of the dams for flood control and power clash ¢ 

Mr. Saravs. Yes, sir. It is true from the economic point of view 
of the power user who has to pay the power rate, and for the irrigator 
who has to pay forthe water. It is not mandatory that they always 
clash. Frequently they do not clash. We try to operate Grand 
Coulee so there is no clash. 

Mr. Anerta. One fundamental purpose of a power project is to 


keep the dam full so that we may have water in the dry season. How- 
ever, for flood contro] the purpose is to keep it empty so that when we 
have floods we may fill it and by that method control the flood. 

Mr. Straus. That is correct, Congressman Angell. It is absolutely 
correct; and it is because of that that there is this procedure of allo- 
cating space for conservation purposes or for flood-control purposes 
ina dam. However, if we are skillful enough, and I think with the 
aid of the Army engineers and all the local interests and others, in 
the last couple of years we have been skillful enough so to operate 
the reservoir that we could let it down somewhat prior to the expected 
crest of the runoff of the glaciers behind the high mountains back of 
Grand Coulee Dam and then catch and top that high-water runoff 
when it comes and still end up the season with a full reservoir for 
irmgation and navigation and power generation. 

If we are able to do that, we hit the jackpot. 

Mr. Anerr. It is true, is it not, that there was some criticism 
lodged against the operation of Grand Coulee in that it was claimed 
that water should have been let out that was not let out, and when 
the floods came on us then we were not able to control those floods be- 
cause we did not have the available space behind the dam? 

Mr. Srravs. That is right. Im this job you get criticism from 
both sides. If you let the water out and pass up getting the kilowatts 
and irrigation later on, you get criticism on that score. If you do not 
and you protect the irrigation and power and do not empty the reser- 
voir to catch the flood you get criticism on the other score. We operate 
it in close harmony with the Corps of Engineers, the Bonneville 





476 STUDY OF CIVIL) WORKS 


Power Administration, and the Northwest: power pool, with all of 
the public and private agencies trying to get the country the greatest 
benefit out of it possible. Frequently we do not please everybody, 
Mr. Angell. 

Mr. ANGELL. It is true, however,-is it not, Mr. Commissioner, that 
in the Columbia River area there is a very fine spirit of cooperation 
both in public and private agencies with reference to operation and 
control on the Columbia River ?¢ 

Mr. Straus. That is true, and I think it is improving. It is a com- 
plex subject and has improved steadily with further understanding of 
it. We must recognize that people have specific interests. Some people 
are interested primarily in fish; some:people are interested primarily 
in navigation; and some people are interested primarily in flood con- 
trol. Some people are interested primarily in water for irrigation, 
and some are interested primarily in kilowatts. They are cooperating, 
but they all have their primary interest and you, the Congress and this 
committee, and certainly myself, are going to hear from any of them 
who do not think their particular interest is properly recognized. 

Mr. Woop. Mr. Chairman, may I inquire? 

Mr. Smirn. Dr. Wood. 

Mr. Woop. Mr. Straus, concerning the temporary power shortage 
Jast September at Grand Coulee, is it your opinion that that temporary 
shortage was in any way contributed to by the fact that you were at 
that time filling the irrigation dam during the period of lowest water 
instead of letting it run off to create power? 

Mr. Srravus. Mr. Wood, the answer broadly, I think, could be “yes.” 
We let it run off to create power—all that we could let out we used to 
create power. But then we used some of that power for the purpose 
of pumping up the water 309 feet from Lake Roosevelt behind the 
Grand Coulee Dam into the balancing reservoir, so that we would have 
it up there ready for irrigation this spring. 

Mr. Woop. Yes; but the point I am getting at is, was that a wise 
move during the period of lowest water when the aluminum plants 
were temporarily shutting down part of their facilities when as a 
point of fact the heavy rain season came approximately somewhere 
within a week or two weeks, that is, a week or 10 days from the time 
that the power shortage order was promulgated? I understand you 
did not have anything to do with it, nor your Department, but are 
those not the facts? 

Mr. Srravs. Basically those are the facts, but get all the facts before 
you. I did have something to do with it. I ran the pumps and used 
the power to fill the reservoir, not full, but to a certain extent, oh, 
less than half full, so as to have the water up there for irrigation this 
summer. 

Mr. Woop. Yes; but that is not the point I am trying to make. 
There was one of the heaviest runoffs, or one of the heaviest down- 
pawns of rain in that section that we have had this last winter, the 
1eaviest snowfall for the last 30 years in that section. With a heavy 


rainfall and a heavy snowfall would it not be presumed that you could 
expect in the long season between September and June, which about 
marks the end of the runoff of mountain water—would it not be pre- 
sumed you would have had plenty of opportunity to fill that irrigation 
reservoir ? 
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Mr. Srravs. No, sir. Quite the opposite, sir. That water gets 
down to Grand Coulee in mid-summer. That is high-water period 
on the Grand Coulee Dam section of the Columbia River. We will 
need the water in the balancing reservoir before midsummer. <Ac- 
cording to the hydrology of the river we felt that the time we used 
the power to pump up to the minimum need in the reservoir was really 
the best time we would ever have an opportunity to use that power. 

We will assume that the power demands, or we did assume, and 
I think correctly, that the power demands this coming summer and 
last fall will be even heavier than they were last fall. There will even 
be a greater demand for that power for industry. 

Mr. Woop. On the other hand, you have more dams producing power 
now. 

Mr. Srravus. No. There are more that are going to be there, but 
they will not be producing this summer and early fall. There are 
some. I think Hungry Horse is the first one that is coming on, and 
that will be late fall. So we figured that we used that power at the 
best time to put the minimum load, or the minimum subtraction from 
industrial use, in those few days last fall. We stopped it just as soon 
as we got our minimum water requirement met. That water is today 
being used and is the water that we pumped up last fall. This summer 
and this month it is going to be used for the bret irrigation of the first 


65,000 acres of the Columbia Basin 1,000,000-acre irrigation project. 
That water and that power, as we read the law—and I feel quite 
assured on it—is dedicated primarily and initially for that purpose 
of irrigation. Congress says that is the first use we shall make of it. 
‘That is why the project was built. We felt if we had done anything 


else we not only would have been performing in a wasteful and un- 
economic manner, but we also felt that we would have been operating 
clearly outside of the law and the policy laid down by the Congress, 
because the project—the water and power works are primarily dedi- 
cated to previde water for irrigation. 

In this case you have to use kilowatts for irrigation because you 
have to lift the water up. 

Mr. Woop. At that time, of course, you did not know that a par- 
ticularly heavy rainfall was coming, and you were going to have the 
heavy snow we have had up there. 

Mr: Srravus. That is true, and that has not all reached the reservoir 
yet. But our operation since that time, Dr. Wood, has been that every 
time there is enough water so that it would spill and could not be 
used for generation, we have pumped a little bit more up into the 
reservoir that otherwise would have wasted into the ocean. Where 
it is not spilling we have fed all the kilowatts on to the northwest 
grid. 

Mr. Woop. Well, I commend you very highly for that. That is a 
very wise move. 

I wonder if I might pass on now to another question. I was here 
the other day when the Federal Power Commission was asked some 
questions and I was wondering if you could explain to the committee 
the difference between the estimated costs on any dam site construction 
and the incremental costs. In the first place, has the method of com- 
puting incremental costs been authorized by Congress ? 

Mr. Srravs. I interpret it, and I think correctly, but correct me 
if I am wrong, that in this case you mean by the term “incremental 
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costs” actual costs as differentiated from estimated costs. You mean 
what was actually spent before the thing was completed. 

Mr. Woop. Well, something like this 1s in my mind: Let us take it 
before the incremental method was used. You know, of course, that 
the estimated cost is a legal method passed by Congress. It simply 
states in figures according to the law that: a dam before it is built must 
be stated to Congress what it is going to cost and some method must 
be shown to Congress whereby those costs are justified. That, of 
course, is a time-honored principle and I think we all understand it. 

Within the last year or two, as I understand it, a new method has 
been evolved whereby part of the costs «re allocated to other things 
for which perhaps the dam was primarily constructed. I refér more 
particularly, to be frank, to the Hells Canyon Dam. For instance, the 
out-and-out cost of, the estimated cost of, the dam is given at a certain 
figure. Later on there came the principle of allocating these costs 
incrementally to other projects, such as flood control, and a certain 

roportion of those costs were alloeated to flood control. I believe it 
is a fact that the Snake River never floods. I mean, the water causing 
the floods in the lower Columbia merely comes in from the Salmon 
River and I think the Clearwater. I think that is a — well- 
established fact. We are having a very slight flood regionally now, 
but it is rather localized. 

The point I am raising is that if the allocation to the incremental 
costs of flood control is so much to a thing that really does not exist 
at that particular dam, and then we have another alloeation of naviga- 
tion, I have not been able to satisfy myself that the Hells Canyon Dam 
would have any incremental excuse for navigation. There is not par- 
ticularly any navigation on the Snake River above Lewiston. It seems 
to me that is in a way an evasion of the real estimated cost. factor. 

The third thing is that a certain amount is estimated to wildlife and 
recreation facilities. I think almost anyone would agree in place of 
being benefited it would be a detriment to wildlife and recreational 
facilities. 

The point I am getting at really is this: By the alloeation of those 
costs to flood control, for instance, it is extremely difficult, and even if 
there were any flood control it would be extremely difficult to’ allocate 
any costs to that. Does it not fog up the issue as to what the dam is 
really going to cost by bringing m the new method of computing the 
cost: by allocation to things that might or might not exist, and does it 
not cloud the issue in bringing the bill before Congress with a certain 
estimated cost if these costs are going to be allocated in that method 
over and against the method which has been used from the beginning 
of irrigation dams, which is just the direct cost of the dam and the busi- 
ness method of bringing that in one lump sum with a straight business 
ng er am showing how it is going to be paid for by the proceeds of 
the dam ? 

Mr. Srravs. I want to be responsive to that, Dr. Wood, and in that 
it covers several questions, if you will bear with me I will try to be 
responsive to it. 

No, 1, you state truthfully and accurately concerning the flood- 
control damage in the Snake River Valley; while there have been 
floods there, they have been minor and it is not a great flood danger 
area. However, there have been some floods. 
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Mr. Woop. So far, Commissioner, is it not a fact that if the dam 
were constructed that upriver the danger of floods would rather defi- 
nitely increase in the Snake River Valley / 

Mr. Strats. No, sir. I do not think il would. 

Mr. Woop. It provides an obstacle to the runoff of the water. 

Mr. Srravs. It would be a controlled obstacle where you could 
release the water through the dam according to the requirements at 
any time. 

Mr. Woop. Would you not have to keep a certain head of water in 
order to generate your power so as to pay for the dam? 

Mr. Srravs. Yes, but you could release the water at any time and 
if so much of it got in there that it is certain to go over the top, or 
certain to back up into the upstream sections of the Snake River 

Mr. Woop. That is controlled, is it not ? 

Mr. Srravus. Now, regarding the flood-control purpose of Hells 
Canyon Dam or the flood control of the Snake River, the primary 
flood-control benefit is not in the Snake River Valley, but down in 
the main stream of the Columbia after the Snake has entered the 
Columbia in the Portland area. If you can control and regulate the 
level of the water of the Columbia by keeping some of the Snake 
River out of it when Portland is flooding, it is just as good for flood 
control as if you ae the Columbia River water out of it, because 
they are all commingled water drops when they get down there. It 
does most positively serve a flood-control purpose there. 

Now, to some other phases of your question, Does it confuse the issue 
instend of just saying the dam costs so much and it is going to be 
repaid? I do not think it does confuse the issue because no matter 
what purpose part of the project and part of the funds that are used 
for the project are allocated to, the total cost. is still there and is still 
known. That is what you start with. 

In a perfectly businesslike manner we say this is what the Hells 
Canyon project would cost all told—dam, powerhouse, and all the 
project. That is something over $350,000,000, as you are aware from 
the other hearings that you sat through. So that is not confused or 
distorted at all “ any allocation process. The total cost is known 
and completely di sclosed, and Congress very properly insists on it 
being disclosed. You could not get any further unless you did have 
that total cost as a beginning. 

When you get to the allocation of that total cost between various 
purposes, you sometimes get into an area of disagreement. That is, 
whether of this total cost so much should be for flood control, so much 
should be nonreimbursable, so much should be for power which is 
fully reimbursable with 3-percent interest, and so much should be for 

Y . . . 

navigation, which is nonreimbursable, and so much should be for fish 
and wildlife, which is generally nonreimbursable, and how you break 
down the burden of that total cost in the use of the structure and put a 
dollar tag on these various functions. In doing that you refer to the 
incremental method, which is correct, sir. That is one method that is 
used in figuring these various benefits about which there may be dis- 
agreement according to the particular interest. group. 

For instance, the fish and wildlife enthusiasts are likely to feel that 
it should be made to serve more of a fish and wildlife purpose than 
perhaps the navigation enthusiasts think. It is of great import to 
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everybody; whether costs are by the incremental method allocated to 
functions which the Congress has declared reimbursable, which means 
somebody is going to pay for them, either a water or power user; Or, 
whether it is nonreimbursable and paid for by the National Treasury 
as a national benefit. I think we proceed correctly. We secure from 
the most competent agency, its competency being Judged by the juris- 
diction given it by the Congress, as to the value of certain functions, 
and the allocation of funds to serve that benefit. 

You cite flood control or navigation. We proceed under the law to 
get flood-control benefits from the Corps of Engineers, which is the 
agency that the Congress through this committee establishes and you 
make that a primary function of theirs. We consult them and use 
their figures. I do not challenge their figures on it. I think they are 
a competent source of information. If it is an allocation by the in- 
cremental method to fish and wildlife, we are likely to get a little 
variety of opinions. Perhaps one from the Fish and Wildlife Serv- 
ice, which is a Federal agency. We may get a little different one from 
the particular State Game and Fish Commission, or the conservation 
commission involved. We frequently get a still different one from 
an organization such as the Izaak Walton League. But we follow 
the law and get the allocation from the agency that has the authority 
and the function established by the Congress generally through this 
committee. 

Mr. Woop. The eventual effect, however, of the incremental method 
has this difference from the old one: If Hells Canyon Dam were au- 
thorized to be paid for by the production of power, it would be paid for 
by the production of power eventually, but in the case of the in- 
cremental method a reasonable large proportion of the cost is shunted 
right out of the pockets of the general taxpayers of America. There 
is that difference, is there not ? 

Mr. Srravs. That is basically quite correct, Mr. Congressman. If 
Hells Canyon project is authorized as a single-purpose project you 
have power generation alone with no flood-control benefit, no naviga- 
tion benefit, and no fish and wildlife benefit, and no irrigation benefit 
recognized by the authorization language, and the total cost of it would 
have to be met by power sales so as to repay it within 50 years, plus 3- 
percent interest. It is before the Congress, however, as a multiple- 
purpose project with recognition of the flood-control benefits and other 
items as stipulated by the Corps of Engineers and as calculated by the 
Corps of Engineers in accord with the policy laid down by the Con- 
gress, meee A through this committee, that declared flood contro] 
to be a general benefit to the Nation as a whole, to be paid for from the 
general revenues of the Nation. 

Mr. Woop. Through taxes. 

Mr. Straus. Through taxes. 

Mr. Woop. Is there any present statutory authority for the incre- 
mental method of fixing the costs or fixing the allocation of costs to a 
dam ? 

Mr. Srravs. There is a statutory authority. 

Mr. Woop. Pardon me. I would like to add to that. 

Mr. Straus. Excuse me. 

Mr. Woop. Or does this act creating Hells Canyon Dam, is that the 
beginning of the recognition, if the act is passed by Congress, of the 
incremental method of estimating the costs of a dam ? 
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Mr. Srravs. No, sir. The Hells Canyon Dam does not create any 
new policy or establish any new precedent. If Hells Canyon is au- 
thorized in the form that it is now before the Congress it will be in 
accord with already established policy and already established prece- 
dent by the Congress, and law already established. It is true, as you 

int out, that allocations are made to nonreimbursable purposes in 

ells Canyon. That is also done—— 

Mr. Woop. That part of it is new? 

Mr. Straus. No, sir. That is not new. That is well-established 

licy. It is practiced in the Missouri Basin. It is practiced in Cali- 

ornia. It is practiced under the laws and policies laid down by 
Congress that recognized the desirability of a multiple-purpose project 
and permits nonreimbursable allocations following consultation by 
the Chief of Engineers to flood-control or navigation projects. That 
has been done in many instances. 

It was done also in the case of Hoover Dam where there is a 
$25,000,000 allocation to flood control. It is true in the case of Grand 
Coulee Dam, and it is the same in Hells Canyon. 

The language of the bill before the other committee recognizes the 
financial assistance of irrigation from power revenues. That is done 
in Grand Coulee very extensively. That is the way Grand Coulee 
was conceived by the Congress, and that is the way it has been built, 
and that is the way it has been administered. 

It is proposed to do that also in the case of Hells Canyon Dam. To 
my way of thinking we try to follow the policy as it evolves and 
changes. There is no new policy in Hells Canyon Dam. 

Mr. Woop. Does not the incremental method make the rate fixing 
difficult for the power sold? I understand, Mr. Commissioner, that 
the rate to be fixed for Hells Canyon power is to be largely filtered 
into the grid, that is, the Bonneville power grid. I do not see exactly 
how the rate can be fixed for a kilowatt of power at Hells Canyon 
if it is all mixed up in the Bonneville grid. 

Mr. Srravs. Well it can be, and this is the way it would be done. 
Of course, it has to be done according to whatever act is passed, 
but according to the precedents that have been established by innu- 
merable acts passed by the Congress and this committee, we must make 
allocations, as you point out, to these various purposes—nonreimburs- 
able or reimbursable. 

Mr. Woop. That would reduce the cost per kilowatt. 

Mr. Srravus. Definitely. If a navigation or flood-control benefit is 
recognized or established by the Corps of Engineers in the case of 
Hells Canyon Dam, it already having been established by the Con- 
gress as nonreimbursable, that section of the project that is built to 
serve those purposes is nonreimbursable, and therefore it does not 
have to be paid by the principal repayment feature, which is power 
or kilowatts. 

Now in fixing the rates we still have to get the rates high enough 
so that under the laws as passed by Congress we can show the project 
reimbursing and paying back within the amortization period pro- 
vided, with the interest rate provided on power to be within the 
criterion laid down by the Congress. That, of course, controls the 
rate. 

Mr. Woop. To do that you would have to take the rates at the grid, 
that is, at the Bonneville power grid, and take a general average and 

99217—52—pt. 3——7 
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apply that average to the repayment of costs of Hells Canyon. Is 
that the method ? 

Mr. Srravus. No. We would start a little at the other end. We 
could justify Hells Canyon project and get sufficient repayment. pri- 
marily out of the kilowatts to meet the requirements of the reclama- 
tion law and all the laws passed by the Congress, which is just the 
way we do it. 

However, after we have done that we have to get a rate that meets 
that requirement of the Congress. Then after that, from the point 
of view of Bonneville we have to see whether they want any power at 
that rate. They naturally,and properly, want a rate as low as 
possible. 

It happens that in the case of Hells Canyon Dam because of the 
magic of Hells Canyon and the Snake River and the topography of 
the water there, we can meet the power requirements and repayment 
requirements with interest and still have a rate that is acceptable 
to Bonneville, and actually would provide the Bonneville grid with 
the greatest number of the lowest cost units that: are sadly needed. by 
the area and the grid, of any possibility that they foresee on the 
river system at the present time. 

Mr. Woop. Would it be equally attractive to Bonneville without 
the incremental cost that you would have to charge? Would it be 
equally attractive? I believe it would not be as attractive to the 
Bonneville grid if you are not able to allocate part of the cost of the 
dam to these other features, would it? 

Mr. Srravs. No. I do not like to testify for my sister agency, 
Bonneville, but I think I can respond fully to that question. The 
answer is “No.” It would not be as attractive to Bonneville for the 
reason that they would have to realize from power revenues—they 
would have to pay for Hells Canyon power and some equivalent to 
the flood control allocation, which would be very large, that would 
be reflected in the power rate when they get Hells Canyon power on 
the line. Thereby it would increase the power rate Bonneville would 
have to charge and thereby would be very undesirable from the point 
of view of the power consumers of the Northwest as well as the agency 
that sells the power. 

Mr. Woop. Thank you very much, Mr. Commissioner. 

Mr. Mack. Mr. Commissioner, we of the Pacific Northwest aré 
greatly interested in the Columbia Basin project because of the im 
pact it will have upon the economy and prosperity of the States of 
Oregon, Washington, and Idaho. What is the size of the Columbia 
Basin project / 

Mr. Srravs. The Columbia Basin project being the original Grand 
Coulee project in the Columbia Basin, and that is what you and I, I 
think, call the Columbia Basin project—— 

Mr. Mack. Yes. 

Mr. Srravs. It is the largest single plant for power production in 
the world. It has just a few kilowatts short of 2 million name-plate 
capacity. 

Mr. Mack. I am interested in the acreage in the project. 

Mr. Srravs. I am going to deal with that too. 1 want to give you 
the whole story. It is just short of 2 million capacity generation. We 
actually operate it at above name-plate capacity, at 5 percent or so 
above name-plate capacity to try to meet the kilowatt demand. 
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The acreage is approximately 1 million acres of irrigated land. 
Eventual irrigation will be approximately 1 million acres. The water 
and storage is there now. The canals are there and this summer it 
will irrigate the first 66,000 of the 1 million acres. Congressman 
Mack, the first water day is the last day of this month of May, which 
is a date that the community and the State has been looking forward 
to for 15 to 20 years. I hope you are present to observe that. 

Mr. Mack. How many additional acres will be added to this proj- 
ect each succeding year? 

Mr. Srravus. We are shooting for a schedule of between 40,000 and 
70,000 additional acres each succeeding year until the entire million 
is irrigated. Whether we are able to keep that schedule will depend 
on funds and wars and other items. 

Mr. Mack. My understanding is that this Columbia Basin is to be 
divided into farms of 40 to 160 acres each. How many farm families 
will this land accommodate, that is, this 1 million acres of which you 
spoke ? 

Mr. Srravs. I think speaking from memory, it is approximately 
13,000 farm families. In addition thereto there will be in this desert 
area springing up a number of new service communities, that is, towns 
there with garages and grocery stores, and so forth. 

Mr. Mack. In other words, figuring four to the family, these 13,000 
farms will provide farm homes for about 50,000 farm people? 

Mr. Srravs. On the farms. 

Mr. Mack. Is it true also that to supply the people on the farms 
with goods and services it will require approximately two people for 
each person on the farms. 

Mr. Srravs. Just a fraction over that I believe, Congressman Mack, 
according to our experience on other projects, when you consider trans- 
portation, stores, doctors, garages, undertakers, and all the other fea- 
tures of a community. 

Mr. Smrrn. Do they have undertakers out there ? 

Mr. Srravs. They do. 

Mr. Mack. In other words, when this entire project is completed in 
15 years we will have in eastern Washington a population of about 
150,000 new and additional people. 

Mr. Srravs. That is correct, sir. Another way of stating it is that 
you will have established an agricultural community that is approxi- 
mately equivalent in area to the State of Delaware. 

Mr. Mack. What is the need and justification for these reclamation 
projects? I ask that question because one of our very able Congress- 
men, Mr. Whitten of Mississippi the other day on the floor of the 
House of Representatives said that the topsoil of 2,000 Mississippi 
Valley acres are being washed out to sea each 24 hours. 

I do not know whether that is correct or not, but if it is correct we 
are losing hundreds of thousands of acres, or even several million 
acres of topsoil every year. 

Mr. Srravus. We are losing a terrific amount of topsoil each year. 
The Reclamation Bureau is most unhappy about that. We prevent 
it in areas where our projects are, or mostly prevent it. Most of this 
soil is in areas where we have no projects whatsoever. We hope some 
steps are taken to stop this soil erosion, and we support all such steps. 

However, to answer the first part of your question as to what is the 
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need for it, in my somewhat hectic life I do not have to worry much 
about that. The Bureau of Reclamation, in the 20 years that I 
have been familiar with it, has never been able to come anywhere near 
meeting the demands of the communities of the West for water, irri- 
gated land or kilowatts. In the Columbia Basin public lands, first we 
eliminate everybody who is not eligible to preference by law, which 
leaves only veterans with qualifications. Then, after all those elimi- 
nations we still have 10 and sometimes 15 qualified veteran applica- 
tions for every farm unit. The only way of meeting it is to go to the 
good old glass bowl drawings. 

Mr. Mack. Another reason is that the population of the country 
is growing very rapidly, I believe about 2 million a year. 

Mr. Straus. That is true, sir. 

Mr. Mack. There will be a greater need for fiber and food that must 
be produced by the farmers. 

Mr. Srravs. That is true for the country as a whole, but if you are 
going to go down to areas where we operate population growth is about 
double the national average in Oregon, Washington, California, and 
Arizona. 

Mr. Mack. In the Missouri Basin you said that the amount of money 
requested by the Bureau of Reclamation for the reclaiming of land 
there was about $53,000,000 for the coming year. You thought the 
Army engineers had requested a similar amount, which would mean 
2 total about $100,000,000 for the coming year. On that basis it would 
take you at least 40 to 50 years to complete the entire project. 

Mr. Straus. No, sir. We would never do it. We would never be 
able to complete the entire project in 40 to 50 years at that rate. If 
we are going to complete the entire Pick-Sloan plan it will be nearer 
a century. Your great grandchildren and mine will be around for 
the completion, but we will not at that rate. 

Mr. Macx. If all of these projects in the Missouri Valley were com- 
pleted do you think complete protection against floods would be pro- 
vided the lower valley? 

Mr. Srravs. Yes, sir. I think that the completion of the physical 
works provided for in the approved Pick-Sloan plan would give satis- 
factory protection. You might have one or two creeks flooding, but 
as far as the main system is concerned it would give complete pro- 
tection under any known or forecasted thousand-year flood possibility. 

Mr. Mack. Does this $3,100,000,000 estimate you give for the entire 
project include the works of the Agriculture Department which they 
plan for the upstream areas? 

Mr. Srravs. No, sir. That does not. That includes only the rec- 
lamation section of the authorized Pick-Sloan plan. There has been 
proposed, and there is before Congress now, an additional group of 
works generally of a farm-unit type and smaller variety individually, 
but in total very large, by the Department of Agriculture. That was 
brought forward about 4 or 5 years after the original authorization. 

Mr. Mack. Mr. Commissioner, I notice that every time we have a 
major flood in the Missouri or the Columbia Valley that the President 
has a tendency to pick up the flood, figuratively, and lay it on the 
doorstep of the Republican Party or on the doorstep of the Congress. 
Who, if anyone, is responsible for the failure to take care of these 
floods? Is it the executive branch or the Congress, that is to blame 
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or is it due to the fact that all this multiplicity of projects would cost 
so many billions of dollars and make it impossible to carry it out 

Mr. Srravs. Is that a nice question to ask? I will respond this 
way, Mr. Mack: The floods will continue until the works to prevent 
them are in place, and until a national policy is established, resolved, 
and carried out—not just declared but carried out by the building of 
physical works under a national policy to control these floods. 

Mr. Mack. There is no protection then against these floods for the 
immediate years ahead? It isa long-range project. 

Mr. Srravs. I never saw a flood stopped or even bothered by passing 
an authorization bill. The water keeps running downhill until the 
works are built to catch and to hold the flood. 

Mr. Mack. As to releasing this water from the Grand Coulee Dam 
in order to lessen the impact of floods downstream, who has the de- 
cision as to when and if that water will be released ? 

Mr. Srravs. It is actually done currently by an agreement between 
the Corps of Engineers, the Bureau of Reclamation, and the North- 
west power pool working in cooperation. If there had been a non- 
reimbursable allocation for flood control to Grand Coulee Dam the 
Army would stipulate it, but at the present time, because there is no 
nonreimbursable allocation to Grand Coulee for flood control, it is 
done by agreement of the three agencies. 

Mr. Mack. Do you think it would be more effective if one agency 
of the Federal Government had the authority to make that decision ¢ 

Mr. Srravs. I think, sir, you raise a point I am a little bit of a 
monomaniac on. I think there must be approved by Congress fully 
implemented and operational plans for these whole river systems. 
Whether you create a water master or who does it or how you do it, 
there are a lot of different views on it, but I think when we built great 
projects like Bonneville Dam, or McNary Dam, or Grand Coulee Dam, 
or Hungry Horse Dam, that you must require an operational plan that 
will assure you and the country that you get at least 100 cents worth 
of value out of every dollar you spend on those dams. 

Mr. Mack. The President the other day, I read in the newspapers, 
made the statement that he believed that the control of the river 
valleys should be in the hands of one agency of the Government. He 
named the Department of the Interior. Do you believe we should 
consolidate the work of the Army engineers, the Reclamation Bureau, 
and the other services connected with protection against floods, and 
that it should be placed in one agency of the Government ? 

Mr. Straus. That can be done in two or three dozen different ways. 
I have heard them all discussed. I do not know which one the Presi- 
dent was referring to, but I do think that for the operation of a river 
there should be a single agreed plan with a fixed responsibility on 
somebody that will assure the operation of the structures on that river 
to yield the greatest benefit and ¢nsure against any operation of any 
structure in conflict with any other structure. 

Who and why and how and where that agency is created—whether 
it is the Bureau of Reclamation, which does have some experience in 
these matters, or whether it is an entirely new water master organiza- 
tion, or a State or Federal organization on the river, I do not know. 
But I do want to see one single operational plan on a river, no matter 
who administers it, so designed and agreed upon as to get the utmost 
benefit out of every structure on that river. 
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That can be done, and it requires agreement. It will never be done 
in conflict. It requires agreement and acceptance by a multitude of 
agencies. Not the Army and the Bureau alone, but the States, the 
interests such as the navigation interests versus the flood control inter- 
ests, versus the fish interests, versus the upstream interests, versus 
the downstream interests, versus the kilowatt interests. You are going 
to have to bring all those into harmony for the greatest benefit. from 
the operation of the structures on any river system. We are trying to 
evolve that. 

Mr. Mack. Just one other question. What is the basis for the 
poner of not requiring interest payments on reclamation projects? 

Vhat is the reason of that provision ? 

Mr. Straus. That policy was evolved by the Congress in 1902 under 
Theodore Roosevelt, It was originally financed by revenues received 
by the exploitation of the natural resources of the West—that is, gold 
mines, sale of land, coal, oil, and other items—and reinvesting those 
revenues in the further development of resources in the West. 

Now, why do they make it no interest payment? Well, of course, I 
am not always privileged to know entirely what is in Congress’ mind 
when it does anything, but reading that debate as I have, I believe 
Congress figured it was about the best national investment they could 
make, and that the creation of new wealth would do far more for the 
country and for the Treasury than collecting interest during that 40 
years. 

I think Congress was most wise in that. The only subsidy if you 
want to call it a subsidy—and I believe in calling it a subsidy—is inter- 
est-free money for irrigation that goes to reclamation. 

In your country, Congressman Mack, we have some examples of 
how that has paid off from a Treasury point of view. Up there there 
is the Tieton division of the Yakima project which was one of our 
early projects, a three to four million dollar project, with not very 
many thousands of acres of land. Forty years pay out without 
interest. That one pay out 100 percent without interest. Unge Sam 
got back out of it-every nickel he put into that irrigation project. They 
burned their bonds and paid it off with interest. That is one thing 
that happened. 

However, a more important thing happened there too. When the 
Tieton division was started the tax collector never even went around 
the place. There was nothing there but timber wolves and rattle- 
snakes, and you cannot collect taxes from them. Since the project was 
built and a community was established the Federal income-tax collec- 
tor—-and that is the only one I am speaking of, and not his cousins 
from the State and county—but Uncle Sam’s boys came there and 
they liked it and stayed, and they have collected 13 times the total cost 
of the project. It already has paid off without interest to the United 
States wast by Federal income tax alone from the new wealth 
created there by irrigation alone since the Federal income-tax law was 
passed in 1913. That does not represent one nickel that the State and 
the county, or the school board or the mosquito abatement district also 
collected. They are all collecting too. That is the theory of new 
wealth. : 

Mr. Macx. I am not opposed to an interest-free formula for recla- 
mation projects. I wanted to get your explanation, and I think you 
have made a very effective and logical one. 





done 
le of 
, the 
nter- 
ersus 
roing 
from 
ng to 


* the 
acts ? 


nder 
‘ived 
gold 
hose 


se, I 
nind 
lieve 
ould 
> the 
it 40 


you 
iter- 


s of 
here 

our 
very 
hout 
Sam 
“hey 
ling 


the 
und 
ttle- 
was 
llec- 
sins 
and 
cost 
ited 
alth 
was 
and 
also 
new 


cla- 
you 








STUDY OF CIVIL WORKS 487 





I thank you Mr. Commissioner. 

Mr. Smiru. Mr. Magee, do you have a question ? 

Mr. Macer. I will be very brief. You have this 160-acre limitation. 
After the homesteaders prove up on their homesteads is it possible 
under the laws that now exist for one neighbor to buy his neighbor’s 
160 acres, or is that limitation on it? 

Mr. Srravs. Not quite in those terms. In certain ways they could 
do that; but not in those terms, Mr. Magee. The 160-acre limitation 
in reclamation law is a prohibition on myself. I am outside the law if 
I sell water to any land in individual title in excess of 160 acres. That 
is the point of approach to it. No man can get Federal reclamation 
water for more than 160 acres. He might have 10,000 acres and have a 
jot of water of his own. Or, maybe he did not want water on some 
of the 10,000. But he can only get water from me for 160 acres until 
the project is all paid off. That is a carry-over from the old Home- 
stead Act. 

Mr. Macer. What is it going to cost the homesteader per acre on 
this first 66,000 acres ¢ 

Mr. Srravs. I think it runs about 80 acres. 

Mr. Macee. No. What is the cost per acre going to be on this 
first part ? 

Mr. Srravs. The cost per acre—— 

Mr. Macer. I am not talking about what he pays for water each 
year, but what is the cost of the water right? In other words, it would 
be the same as paying for the land. 

Mr. Srravs. It is about $255. The investment of the Government 
for providing water to those acres averages out at about $255 per 
acre, most of which is borne by power revenues. 

Mr. Smirn. In other words, it does not cost the landowner that? 

Mr. Srravs. No. I think the landowner pays about $2 per year per 
acré, plus operating and maintenance cost. I think the cost that is 

did per acre in its entirety over the entire period is approximately 

8 per acre if I remember correctly. The balance between that and 
the $255 if I remember correctly or about that figure, is paid by 
power revenues. 

Mr. Macer. I have homesteaded under the Shoshone and Cody 
projects. 

Mr. Straus. Which opening was that, Mr. Magee? 

Mr. Mager. That was in 1920, over 32 years ago. At that time we 
paid down 5 percent the first year and then we did not pay any more 
until I think the fifth year. It wis amortized in 20 years. I see now 
it is a 40-year proposition. 

Mr. Srravs. You are right. They were rougher in your day as a 
homesteader, Mr. Magee, when they started out. At one time they 
thought the irrigator should pay off the whole thing in 5 years. 

Mr. Macer. It cost us $95 ansacre. Of course, that was for the 
right to use the water. Then we paid the service charges each year. 
Then after we irrigated 3 or 4 years the water got down and hit rock 
underneath, and formed a bog, so we had to pay an additional $30 an 
acre to bring steam shovels in and put ditches through there for 
—— That made a total of $125 an acre that it cost us. 

Mr. Straus. I was out at the Shoshone last year, and I talked with 
many of the original settlers that stayed on. They had a rough time. 
The change in national policy as reflected in the laws is quite clear. 
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The amortization period used to be much shorter. The burden on the 
irrigating settlers was much heavier. It frequently crushed one or 
two generations of them. Also, a project did not come into full opera- 
tion anywhere near as fast as one does now. It used to take 20 years 
to get a project all leveled off and producing. Now the project is in 
production about the same time the water rights are. 

Mr. Mager. I went to work for these people 35 years ago this month. 
I was one of the best darned pick and shovelers you ever saw out there 
and pretty good with a short-handled shovel mixing concrete. 

Mr. Srravus. Mr. Magee, were you ever a ditch rider? 

Mr. Mager. I never took one of those jobs, but I am very familiar 
with the work. Just one other question. I assume you people have 
not built or do not contemplate building any projects on the lower 
Mississippi ? 

Mr. Srraus. No. We are not authorized to build any projects on 
the lower Mississippi. 

Mr. Macer. That is all. 

Mr. Smirx. Mr. Commissioner, there are some questions which the 
committee staff and the chairman wanted to ask you but time is run- 
ning short, and we are running into the session of the House. We 
have already run into it today. Would it be possible for you or a 
representative of your office to be here tomorrow with Secretary 
Searles? 

Mr. Srravs. I am at the committee’s service. I want to point out I 
think it would be proper to hear many other phases I have not. covered. 
You might want to hear from Secretary Dick Searles, who is an 
able irrigator. Like Mr. Magee, Mr. Searles operated in the irrigation 
district too. He might know a good deal more about it than I do, I 
will be subject to the committee’s call on any questions we have not 
answered in the formal written submissions. 

Mr. Smirn. We will have another session tomorrow at 10 o’clock. 

I notice that your statement points out that this is the fiftieth year 
of the Reclamation Bureau’s history and I want to take this oppor- 
tunity to say for the committee that I think the Bureau certainly has 
had a fine record. It was the first effort on the part of the Govern- 
ment to do something about conserving this soil of ours, and we think 
it ought to continue on a better basis in the future. 

Mr. Stravs. Thank you, Mr. Chairman. 

Mr. Smiru. The committee will stand adjourned until tomorrow. 

(Whereupon, at 12:20 p, m., the committee adjourned until 10 
a. m. the following day, Wednesday, May 7, 1952.) 
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WEDNESDAY, MAY 7, 1952 


Com™itree on Pustic Works, 
SprectaL Suscommirree To Srupy Crvm. Works, 
Washington, D. C. 

The special subcommittee met, pursuant to adjournment, at 10:10 
a. m., in room 1302, New House Office Building, Hon. Henry D. 
Larcade, Jr., presiding. 

Charles D. Curran, staff director. 

Mr. Larcape. The committee will come to order. The committee 
hearings will continue as per schedule and at this time the committee 
will be very glad to hear from Under Secretary of the Interior, Mr. 
Richard D. Searles. Is Mr. Searles present? 


STATEMENTS OF RICHARD D. SEARLES, UNDER SECRETARY OF 
THE INTERIOR; E. P. EARDLEY, CHIEF ENGINEER, DIVISION OF 
WATER AND POWER, OFFICE OF THE SECRETARY, DEPARTMENT 
OF THE INTERIOR; AND GEORGE E. TOMLINSON, ASSISTANT 
DIRECTOR OF PROJECT PLANNING, BUREAU OF RECLAMATION, 
DEPARTMENT OF THE INTERIOR 


Mr. Seartes. Mr. Chairman, I have a short prepared statement here 
I would like to read. 

Mr. Larcapve. Without objection you may do so. 

Mr. Seartes. Mr. Chairman and members of the subcommittee, 
thank you for the invitation to talk with you today regarding the ques- 
tions which were submitted to the department. 

Of the items submitted, Commissioner Straus yesterday covered all 
of them rather fully. However, I would like to comment to you on 
the subject of allocation of costs. 

In order to obtain the most desirable development of the water- 
power resources of the United States, the Department considers that 
an allocation of costs to prior use nonreimbursable purposes is reason- 
ably ap rrr ent the cost so allocated does not exceed the benefits, 
or the cost of a justifiable alternative, whichever is less. This pro- 
cedure is essentially the incremental method of allocation. The jus- 
tifiable alternative development method and the separable costs-re- 
maining benefits method do not recognize priority of use between dif- 
ferent purposes. 

Admittedly the incremental method results in lower costs allocated 
to reimbursable purposes and, therefore. there should be a safeguard 
that no cost allocated to a nonreimbursable purpose exceeds the value 
of the benefits of such purpose or the cost of the lowest cost justifiable 
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alternative. In other words, such a method is economically sound and, 
at the same time, does not foreclose the possibility of worth-while 
developments. 

Reasonable allocations are of the greatest importance because repay- 
ment requirements, which in turn govern power rates, are as dependent 
upon the allocations to reimbursable purposes as they are upon the 
ac‘ual construction costs. The Department’s position on the matter 
of allocation of costs to reimbursable and nonreimbursable purposes is 
governed by basic economic considerations. These economic considera- 
tions are not subject to a mathematical formula. This is one reason 
why we do not believe in the 50-year amortization period but in amor 
tizing on the basis of the service life of the project. 

As you know, for many years flood control and navigation projects 
which are nonreimbursable have been authorized by Congress without 
any power installations. In recent years power installations in dams 
built by the Corps of Engineers have been authorized. In many cases 
there can be no low-cost power from these installations if the cost 
allocations to power are made on the basis by which power assumes 
some of the cost for flood control or other benefits of the dam. 

Low-cost power, important to the development of many areas of this 
country, will not be available in some areas if the developments are 
to be subject to rigid mathematical determinations which fit in one 
part of the country but will not in another. 

If all the rivers in the country had the same annual acre-feet of fiow, 
the same drop, and the waters were used for the same purposes, it 
would be comparatively simple to arrive at one formula and use only 
one formula in the allocation of costs and the determination of power 

‘ates. However, since the rivers and the uses of the water vary as much 
as do the courses of the rivers, any formula must be flexible. 

Under the Flood Control Act of 1944, the Secretary of the Interior 
is charged with the marketing of the power, which marketing is to be 
based on the allocation of costs and sound business principles. The 
agency which is charged with the marketing of the power cannot very 
well be subject to cost allocations made by one or two other agencies. 

The voluntary association of the Departments of the Interior, Agri- 
culture, Commerce, Army, Federal Security Agency, and Federal 
Power Commission in the Federal Interagency River Basin Committee 
has led to important cooperative considerations. The FIARBC has 
field agencies in the Missouri and Columbia River Basins, in the Pacific 
Southwest, in the New England area and in the Arkansas area. States 
are given full opportunity to participate in investigations by the com- 
m ‘tee, and their advice and recommendations are given very careful! 
consideration. 

We have found this interagency committee very beneficial. 

Mr. Larcape. Thank you very much for your statement, Mr. Searles. 

In keeping with the purpose of this committee’s functions at this 
time, we would like for you to submit to interrogation by our staff 
director, Mr. Curran, and thereafter to interrogation by members of 
the committee. 

Mr. Searzes. All right, sir. 
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Mr. Curran. Mr. Secretary, in your statement there is a sentence 
which reads as follows: 

In many cases there can be no low-cost power from these installations if the 
cost allocations to power are made on the basis by which power assumes some 
of the cost for flood control or other benefits of the dam. 

Have you in mind any particular structure at the present time at 
which allocations of cost for flood control are made to power or where 
power is expected to pay some of the flood-control cost? My under- 
standing has been that the allocation being used in the computation 
of the Corps of Engineers and of the Federal Power Commission is 
that power bears its own cost made up of the costs directly allocable 
to power, and some portion of joint costs. The only activity that we 
know of that has any part of it borne by power costs is irrigation. The 
one you mentioned is flood control, and I wonder if you could expand 
on that ? 

Mr. Seartes. Let me explain that this way: There are quite a few 
areas Where there has been flood-control work and there would continue 
to be flood-control work which would be both by channel correction and 
by the installation of dams where there would not have been any 
power installations if the change in the program had not occurred 
along about 1940. Where the power installation is added, and the 
power installation takes the increment of the joint costs over and above 
the cost of the flood-control installation by itself. In some of these 
areas you will arrive at a power cost which is possibly above that of 
other energies, such as oil, gas, or coal. 

In the Arkansas area—and my memory does not serve me as to the 
dam; perhaps Mr. Eardley will recall it—there was one dam sub- 
mitted to the Congress where, in order to get a 1-to-1 benefit, power 
was considered in order to make it feasible as a flood-control project. 

Mr. Curran. In determining the allocation of costs for the purpose 
of establishing rates, has a computation been proposed where power 
would bear some share of costs more properly allocable to flood control ? 

Mr. Seartes. From our point of view? No. I think I can answer 
that rather definitely; no. I would like to check with Mr. Eardley on 
that Southwest computation. Is my answer to that correct / 

Mr. Earpiey. Yes. 

Mr. Curran. So that your statement which I read there is more in 
the nature of the sounding a caution than reference to some example 
where the power would carry some of the flood control ¢ 

Mr. Seances. That is right. 

Mr. Donvero. Mr. Chairman. 

Mr. Larcape. Mr. Dondero. 

Mr. Donpero. I have listened with great interest to the proposal 
made that a great deal of the costs which could be allocated to power 
are allocated, we will say, to flood control, irrigation, or reclamation. 
I think we have had some evidence on the record to the effect that there 
has been a policy or a tendency to charge flood control, irrigation or 
reclamation in a multiple-purpose dam with a part of the cost which 
could be properly allocated to power in an effort to show that power 
would be generated at that dam at such a low price that no private 
enterprise in that area could compete with it. What do you say 
about that ? 
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Mr. Seartes. No; I do not feel that is so. 

Mr. Donpero. Do you call in the Army engineers when you come to 
allocation of costs ? 

Mr. Seartes. We have conferred with them over the last 2 years 
innumerable times. 

Mr. Donpero. You mean in regard to that subject ? 

Mr. Seartes. Yes. 

Mr. Donpero. Who does the allocating within your Department as 
to the costs on a multiple-purpose dam ? 

Mr. Seartes. In the Southwest Power Administration they do the 
allocation. The agencies themselves handle the allocation. 

Mr. Donvero. Like the Southwest Power Administration, and so 
on? It isnot done within the Department? 

Mr. Seartes. You mean by astaff in the Department of the Interior / 

Mr. Donvero. Yes. 

Mr. Seartes. The staff of the Southwest Power Administration is 
in a sense in the Department of the Interior. We in turn checked it 
with our staff in the Department—the staff which is part of my office. 

Mr. Donvero. But it is done within the Department ? 

Mr. Seares. Oh, yes. 

Mr. Donvero. A question has arisen here as to where do ‘you get 
the authority for taking revenue from power produced at a dam and 
using that toward amortizing the costs of irrigation or reclamation in 
the same area and from the same dam. Is that in the law? 

Mr. Seartes. That is in the Reclamation Act. 

Mr. Donpvero. But not the Flood Control Act of 1944? 

Mr. Seartes. No.* 

Mr. Donvero. But it is writen in that law? 

Mr. Seartes. Yes, indeed. 

Mr. Donpvero. Do you remember the year of the law? What year 
was it? 

Mr. Seartes. 1902 was the original time of the act. Whether that 
is in the 1902 version or the 1939 amendment I am not clear, but it is 
in the law at the present time. 

Mr. Donnero. Is the money covered into the Treasury, or do you 
simply take the money received from power receipts and apply it to 
the cost of the entire project, or is it first covered into the Treasury ! 

Mr. Seartes. All of our income goes directly to the Treasury first. 

Mr. Donpero. Yes. He was going to answer your question, Mr. 
Curran. 

Mr. Curran. I would like to pursue further this question Mr. Don- 
dero just raised. 

Yesterday Commissioner Straus said, and I read from his prepared 
statement: 

This basin-account principle is now operating in the Central Valley and 
Missouri River Basin projects, and recommendations have been made to extend 
it to the Columbia and Colorado River Basins. 

From that, I take it there is no general reclamation law that would 
apply to the Missouri River Basin, but there must be some special 
legislation that applies. As I understand the basin account, that 
would mean that the receipts from power, including the Corps of 


1 Subsequently this answer was supplemented by adding the words “except as provided 
in section 9c of that act.” 
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ineers’ constructed power projects, would be covered into a single 
account and those funds may be expended on irrigation improvements. 
I think Mr. Dondero was looking for what specific authority there is 
for setting up the accounts that way in the Missouri River Basin. 

Mr. Searues. Is the Commissioner coming back to testify later‘ 
If he is coming back at a quarter to 11 to testify further, I would 
prefer that you refer that question to him. 

Mr. Curran. Is that correct, Mr. Tomlinson ? 

Mr. Tomutnson. Either he or I will be here. One of the two. 

Mr. Searzes. If Mr. Tomlinson will call him, he will be here, be- 
cause he was waiting for a phone call. fa 

Mr. Donvero. Does the Department of the Interior fix the period 
of amortization on any of these projects ¢ 

Mr. Seartes. Yes; in setting the rates. 

Mr. Donvero. The reason ts that question was the statement in 
your prepared statement given to us this morning. 

Mr. Seares. Yes. 

Mr. Donvero. You fix the period ? 

Mr. Searues. Yes. 

Mr. Donvero. And what is the longest period you have fixed for 
amortization, and what is the shortest ? 

Mr. Seartes. I am sorry; I cannot answer that as to what is the 
longest period the Bureau of Reclamation has ever set. In the South- 
west I think it is 65 to 70 years. We have one which was set at 100 
years, but that is subject to review and that is one dam. You see, that 
does not mean—the equipment is covered by various amortization 
periods, depending on what the item is. The Federal Power Com- 
mission set an arbitrary period of 50 years. We have held to the 
service life of the project, which in some cases would be 65 to 70 

ears. 
: I just attended, in Arizona, a rededication or commemoration of the 
Roosevelt Dam, which was built in 1909. It is coming close to 50 years 
ofage. It easily has another 40 or 50 yearstogo. A 50-year period is 
a rather arbitrary period. 

Mr. Donpero. Was that not fixed, Mr. Searles, really to meet the 
bonds which run for a similar period of time at a percent of interest ¢ 
Was that not the purpose of it, so as to retire the bonds or any debt 
of the Government which was incurred in the building of that par- 
ticular improvement ? 

Mr. Searzes. The 50-year period? 

Mr. Donpvero. Yes. 

Mr. Searues. I do not believe the 50-year period has been used. 

Mr. Donprro. Has the 40-year period been used ? 

Mr. Srarzes. Well, sir, there are too many dams for me to be sure 
specifically as to what period has been used. I did remember what 
Hoover was set for, but I think it was something more than 50 years. 
Of course, that rate was set and all that was determined prior to the 
time the dam was built. 

Mr. Donpero. You mean the Hoover Dam? 

Mr. Seartes. Yes. Now, on the transmission lines, the period will 
run 40 years, and on generators and turbines I believe it is 30 years, 
but the longer period of years is for the dam proper. 
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_ Mr. Donvero. Then, any bonds that might be issued for the build- 
ing of the project really are not the measure by which the period of 
amortization is fixed ? 

Mr. Seartes. No. The service life is. I do not believe that any 
specific bonds are issued for a specific dam. ‘ 

Mr. Donvero. That may be true, but the general bonds of the Gov- 
ernment—we had better put it that way—are issued for a 50-year 
period. 

Mr. Seartzs. I have a project in Arizona where we issued bonds in 
1932, 1984, and 1938, when those bonds pay out in something like 30 
years, but we amortized those dams at 60 to 70 years ourselves in our 
own private company. 

Mr. Donpero. You mean a private investment? 

Mr. Seartes. Well, it is the Salt River Valley Water Users Asso- 
ciation, which is a private corporation, a cooperative started in 1902. 
The lands of the farmers guarantee the payment of the bonds. We 
do not set an amortization on the basis of paying out the bonds. 

Mr. Donvero. Simply on the life of the project? 

Mr. Searues. Yes. 

Mr. Donvero. That is all. 

Mr, Larcape. Does the gentleman from Missouri, Mr. Magee, have 
any questions? 

Mr. Macer. I would like to have a little better understanding of 
this, Mr. Searles. Have you folks built any dams on the Missouri 
proper? 

Mr. Seartes. No; we have not. 

Mr. Maer. I would like to have this understanding. I am not sure 
I know where the dividing line is between you and the Army engineers. 
If power or irrigation in multiple-purpose dams are the main ele- 
ments, then you build them. Is that correct? 

Mr. Seartes. The main element? 

Mr. Maaer. Just what determines who builds the dams as between 
you and the Army engineers? 

Mr. Seartes. Well, depending on the authorization of Congress. 
For instance, we built Grand Coulee and the Army built Bonneville. 
I do not remember when Fort Peck was built, but around 1933 was 
when the Engineers first went upstream. However, generally speak- 
ing, we built the dams upstream. On the Colorado we built all the 
dams, and on the Missouri they built all the dams, 

Mr. Macer. You have not built a dam on the Missouri? 

Mr. Seartes. Not on the Missouri proper. We built some dams on 
the tributaries. 

Mr. Macer. You have built in the basin, of course, but what I want 
to understand, Mr. Searles, is what determines who builds the dam? 
If irrigation is the primary objective or if power is the primary 
objective, then you folks build them, as I understand it. 

Mr. Seances. It is pretty much of a policy. My understanding of 
Congress is that if the primary need is flood control, why the Corps 
of Engineers builds them. If the primary need is irrigation and 
water to irrigable lands, why, the Bureau of Reclamation makes the 
proposal to Congress. ‘ 

Mr. Macerr. Does the amount of money expended enter into it or is 
it just those elements? That is what I am talking about. 
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Mr. Srarues. No, the amount of money has not, up to a couple of 
years ago. 

Mr. Mager. It is whatever the primary objective is? It is based 
on that, I assume. 

Mr. Seartes. In the early years the Bureau of Reclamation was the 
only engineering part of the Government that had ever built any high 
dams. I do not know what the highest is the corps built, but nat~- 
urally in flood control on the rivers they were not very high dams. 
The highest dam they built I believe is under construction now in 
California. You see, ours were primarily high dams and big reser- 
voirs, whereas theirs were primarily low dams for navigation and 
flood control. 

Mr. Macee. During the course of these hearings, Mr. Secretary, 
there has been a question as to whether you and the Army Engineers 
cooperate as you should,. For example, you are primarily interested 
in irrigation and power. The Army Engineers are primarily inter- 
ested in flood control. The charge has been made in this last flood, 
for example, that you could have released the water from the reser 
voirs earlier than you did and have saved a lot of floods. 

Mr. Seares. Could you tell me which reservoirs they stated ? 

Mr. Mager. Do you remember, Mr. Chairman? 

Mr. Larcapz. I do not remember at this time. 

Mr. Mace. I realize, and I am not criticizing you, of course, but 
I do agree that the general proposition of irrigation and power are 
very important; but I understand that the Army engineers put the 
word out some weeks in advance that there would be an early flood 
this year. It looks to me as if you might have released those waters, 
knowing that you could have refilled those reservoirs pretty quickly. 

Mr. Srartes. That particular statement I assume came from some 
responsible party, and I would like to have the complete statement 
so that I could give you a complete answer. I would assume that the 
Corps of Engineers, if they felt that way, would make a specific 
statement. After all, it is their responsibility on the river, and if they 
thought it would help they would make a specific request to us for the 
release of water from certain reservoirs stating that it would be 
helpful. 

ould you know if that was done or not? 

Mr. Macer. No. I thought Mr. Straus testified yesterday, and I 
was not clear from the questioning. I though he was just evasive about 
it, and I think that is a very important item. I do not believe your 
people needed it. You had to protect the people who need water, but 
this was pretty early, and I do not think the people in those farming 
regions needed water yet. It was too early, as I understand it myself. 

Mr. Tomurnson. Mr. Chairman, may I volunteer a statement here 
on this? 

Mr. Mager. Yes. 

Mr. Tomurnson. The reservoir that Governor Miller brought up is 
the Fresno Reservoir in Montana. We did not have the information 
when he brought it up, but we did ask the field for information re- 
garding the operations of that reservoir. We pointed out to our field 
office that this committee had been informed that the Bureau had 
been requested to draw down Fresno Reservoir in advance of the re- 
cent flood, and would they please make a detailed report on what hap- 
pened out there. 
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The word we have just received from the field is as follows: 


No requests of any kind were made to draw down Fresno Reservoir. This 
matter was discussed with the five Chinook districts on March 8, 1952 at meeting 
held to discuss revised operation and maintenance estimates. Superintendent 
informed Commissioners that he would draw down reservoir if weather per- 
mitted thdwing of river ice so that no ice jams would occur. Subzero tem- 
peratures occurred during intervals for balance of month and minimum tem- 
peratures were below freezing during the period. This prohibited release of 
water. 

Fresno Dam was constructed to provide hold-over storage near project area. 
Since its primary purpose is to provide water for irrigation of project land it is 
necessary that as much water as possible held over to assure the water users of 
an adequate supply. At end of any irrigation season there is no possible way 
of anticipating spring runoff and it is, therefore, necessary to go inte winter 
with an adequate hold-over. After freezing weather has occurred and ice has 
formed in Milk River Channel, below Fresno Dam, it is not possible to release 
additional water since such releases would result in channel being filled with 
successive heavy layers of ice which would cause damage and result in ice jams 
and severe flood conditions when spring runoff came. 

River ice remained in place on March 25 when water from tributary channels 
below Fresno Dam entered valley in capacity flows. Ice jams were formed, 
stream flows increased rapidly and river was leaving its banks all through 
project area by March 28 when effect of rapidly rising temperatures became 
noticeable in most tributaries of river. 

Storage in Fresno Reservoir reached spillway crest at 4:30 p. m, March 30 
and, while water subsequently passed over spillway it was of little importance 
as compared to flows from larger tributaries below Fresno. Reservoir can only 
store 127,000 acre-feet of water, but it has in past provided some flood protec- 
tion in times of flash runoff and did so during current flood. 

A preliminary flood routing study indicates maximum inflow into Fresno 
Reservoir was on order of 20,000 cubic feet per second which was stored in reser- 
voir. This means maximum peak flow was reduced by 20,000 cubic feet per 
second, Maximum outflow over spillway later reached total of only 6,500 cubic 
feet per second. Maximum outflow from valley at Nashua estimated at over 
42,000 cubic feet per second by United States Geological Survey. 

In addition to reducing these peak flows, the dam, by virtue of superstorage, 
continued to reduce materially flow that would have resulted under natural 
conditions. During this period flow was reduced by an average of 4,000 cubic 
feet per second. 

At beginning of flood, 29,200 acre-feet of active storage was available below 
spillway crest. Reservoir continued to rise and store flows until a maximum 
storage of 154,000 acre-feet was reached on April 3. A total of 56,500 acre-feet 
of flood flew was impounded temporarily and retarded, thus making a maximum 
eontribution in controlling flood flows in Milk River Valley. 


In other words, there was a frozen river, and if you would have 
let a great volume of water come down you would have had an ice 
jam form, and when the jam broke the damage would have been 
considerable. So the Fresno Reservoir was operated keeping in mind 
the actual conditions both of the river and the weather, and it was 
done so as to create the most beneficial result possible. 

Mr. Mager. In other words, you did not need this water for irriga- 
tion ¢ 

Mr. Tomutnson. Oh, no; but they already had an ice jam down- 
stream, letting all this warm water go down into the cold, cold water 
downstream would mean that it would freeze immediately and create 
a worse jam. The operating experience out there shows that during 
certain types of weather they can and during other types of weather 
they cannot safely discharge additional amounts of water. 

Mr. Seartes. When the ice jam broke it would create a tremendous 
amount of water coming down, which would create a serious flood 
condition. 
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What is the capacity of that reservoir; do you know / 

Mr. Tomuinson. About 127,000 acre-feet. Counting superstorage 
or uncontrolled storage, it held 154,000 acre-feet on April 3, 1952. 

Mr. Macer. Let me ask you this: Do you have complete coopera- 
tion with the Army engineers ¢ 

Mr. Tomuinson. As far as we know, there is complete cooperation 
in the operation of any space allocated for flood control. The Army 
sets the regulations for that and we follow it just as conscientiously 
as those regulations can possibly be followed. We also cooperate to 
the maximum extent practicable in the space which is not allocated 
to flood control, but which judgment indicates can be operated so 
as to get certain benefits to flood control, keeping in mind, of course, 
that the primary purpose and the reimbursement for that facility is 
for some other purpose. 

Mr. SearLes. Sometimes I am sure there cannot help but be differ- 
ences of opinion, but we do not have conflicts or grievances. I spent 
a great deal of my time, from 1930 to 1940, with the Corps of En- 
gineers working as a civilian, and my contacts were with them and 
some of their chiefs are my best friends, such as General Wheeler, 
who was Chief up to 1948, and General Reybold. 

Mr. Larcape, At this point I might say I checked some of the reser- 
voirs on the Missouri River, Mr. Magee, and we find that there is Fort 
Peck, which of course was a Corps of Engineers project which has 
been completed, and then there are a couple of pumping stations and 
the Garrison Dam, the Jamestown unit, Fort Randall Dam, Gavins 
Point Reservoir, and several others. Those are the reservoirs that are 
shown on the map before me on the Missouri River. Just which one 
of those should have been opened up to permit the water to flow down 
rather than retarding it, which is alleged was responsible in some 
degree for the terrific flood on the Missouri, is of course a question. 
I am not familiar with the exact dams or reservoirs that were alleged 
not to have been opened which might have relieved the situation and 
which would have contributed to our not having such a great disaster 
as we did have on the Missouri River. 

Mr. Searves. Mr. Chairman, may I ask whose statement that is? 

Mr. Larcapg. This is a statement I have by the Associated Press 
of Sunday, May 4. 

Mr. Seartes. I see. Do they state who had the responsibility and 
what water was not released ¢ 

Mr. Larcape. No. I presume over the reclamation projects the 
Bureau of Reclamation had jurisdiction and over the flood-control 
dams and projects the Corps of Engineers has control. 

Mr. Seartes. Of course, that is a newspaper article, but I consider 
they ought to lave definite facts if they make such a charge as that. 

Mr. eee This charge is not made in this particular article. 
I was trying to furnish the information requested by the gentleman 
from Missouri with respect to the dams on the Missouri River that it is 
alleged should have been opened rather than having been used to retard 
the water. It is alleged that had those dams been opened, or had 
those reservoirs been opened, that there would not have been so much 
water coming down in the flood. 

Mr. Seartes. Of course, you have one layer in a reservoir for flood 
control and one layer in a reservoir for irrigation. 

Mr. Larcape. I realize that. 
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Mr. Seartes. The flood control pays for its part and the irrigation 
for its part. I can see at times where the reclamation and irrigation 
end of it might be released on the thought that they will get a later 
fill of it. Of course, you have the problem there that I have run into 
on our own system out in Arizona, where all of the capacity of the 
dams is paid for by the farmers for irrigation. At the present time 
the dams are within about 20 percent of being full. If a flood comes 
this summertime, why, it will wash through the city of Phoenix and 
do considerable damage, but the people who need the flood-control 
att have never paid for any part of these upstream dams. It 
1as all been paid for by the farmers and is a reservoir and water for 
farming. 

Mr. Larcape. I believe this discussion brings out the importance of 
the point raised by the gentleman from Missouri with respect to the 
question that he asked about the full cooperation between the two 
departments, that is, the Bureau of Reclamation and the Corps of 
Engineers. 

Mr, Searces. Let me point out one thought there, though. In some 
cases when you come to the release of the water from the reservoir 
which was built for irrigation, very conceivably the Bureau would 
not have the right to release the water because the water would not 
belong to them. The water would belong to the farms in the farming 
area, which to some extent have underwritten the repayment of the 
dam. It is actually their water that is held in the reservoir. 

Mr. Macer. Yes, but Mr. Searles we are talking about these early 
floods, before they need the water. 

Mr. Seartes. You realize, Mr. Magee, that I am only giving you a 
‘hypothetical case here. If you release the water in the reservoir that 
is held there for irrigation you will always face the possibility that 
your later water will not give you a full reservoir for irrigation. 
You are thinking of a flooded river going out of its banks, but in 
some of the higher reaches where you might release that water per- 
haps there was not enough snowpack left to fill up the reservoir with 
water for irrigation, which reservoir was not built as a flood-control 
reservoir. 

Mr. Macee. I cannot conceive of a spring where you would not 
have enough melting snows to fill up any reservoir. I cannot con- 
ceive of that. 

Mr. Seartes. I surely can, because I have gone through it, and 
not once, but many times. If you have let that water out that is 
irrigation water and you let it out and it does not refill, then you have 
a complete crop failure on maybe 20,000 to 40,000 acres. 

Mr. Macer. i agree with you. 

Mr. Srartes. But in some cases that water is depended on in those 
farming areas for 2 or 3 years. A lot of places that you speak of in 
the upper reaches of the regress are not necessarily in an area 
that has a high rainfall or is highly productive. This snowpack this 


year in many areas was quite unusual. I am sure'that in 99 out of 
100 cases there would be cooperation to release such water. ‘The 
specific case which was referred to earlier here was an engineering 
problem as far as the ice jam is concerned. ' 

Mr. Larcapr. Does the gentleman from Missouri have any other 
questions ? 
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Mr. Macee. No. 

we Larcabe. Does the gentleman from Washington have any ques- 
tions 

Mr. Mack. I was interested in your statement on page 3 in which 
you say, “* * * we”’—meaning the Department of the Interior— 
“do not believe in the 50-year amortization period but in amortizing 
on the basis of the service life of the project.” 

What would be the service life of a project like Grand Coulee 
Dam? 

Mr. Searues. Sixty-five to seventy years. 

Mr. Mack. Would that dam not last 100 or 200 years? 

Mr. Seartes. Well, you lose part of it by silting up. You lose*part 
of your capacity. 

Mr. Mack. Is it your opinion that the Grand Coulee Dam will last 
only 65 years ? 

Mr. Srearues. No. The dam will last far beyond my lifetime and 
my son’s, but that is a composite figure. There are some things in 
the dam that will have to be replaced. 

Mr. Mack. The machinery and equipment, as you said, will prob- 
ably wear out or become obsolescent in a period of about 50 years, 
but the superstructure will last a considerable period longer than that. 

Mr. Searues. Oh, yes. 

Mr. Mack. Have any calculations been made as to the obsolescence 
of the equipment ? 

Mr. Seartes. Of the equipment? 

Mr. Mack. Yes. 

Mr. Srartes. That varies greatly. I think the turbines are set at 
30 years. 

Mr. Mack. Is that the life of the turbine or does that include cal- 
culations on obsolescence ? 

Mr. Searves. Obsolescence. 

Mr. Mack. New devices may be developed that would vastly im- 
prove power production thereby making replacement of some equip- 
ment desirable earlier than anticipated. 

Mr. Srartes. That is right. 

Mr. Mack. From your statement concerning the control of the 
water impounded behind these dams I wonder whether you disagree 
with the suggestion that there should be one over-all river authority 
in control of releasing this water sc as to retard floods downstream. 
At the present time you have in control of these dams the Reclama- 
tion Service and the Army engineers, to mention only two agencies. 
The Army engineers have control of the water behind dams which 
they have built. The Bureau of Reclamation has the control of the 
water behind the dams which they have constructed. If the water 
of all dams were to be released ahead of an impending flood, do you 
have to have a meeting and go into a debate as to what the policy 
should be? Do you not believe a policy for the control of that water 
so as to prevent floods should be in the hands of one agency of the 
Government ? 

Mr. Seances. If one agency of the Government had that responsi- 
bility they would be faced with what I mentioned before—the loss of 
that water for farming in the area. When we are speaking of the 
flood or of irrigation, the whole problem is a matter of destruction. 
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The flood is destructive. It destroys as it is going down the river. 
If there is no water in the river for farming that destroys the land 
for 1, or 2, or 3 years, depending on what the rainfall is later. So no 
matter who has the over-all responsibility, they still have to be faced 
with the fact that the people in that area have a right to the water 
in that reservoir. It is their water, so you have the question of who 
would pay for the damages occasioned by the release of the water 
because they could not farm, which could be very, very substantial. 

Mr. Mack. Who owns the water at Grand Coulee? That belongs to 
the pee of the United States, does it not ? 

Mr. Searzes. I cannot answer about the water rights on that. They 
have-commitments to various of the farming areas up there for the 
water. We had a very difficult task in ODM and the Bureau of 
Reclamation when we had the water shortage last August and Sep- 
tember up in that area as to whether or not we would shut down a 
Bureau of Reclamation pump which was taking water out of the lake, 
Lake Roosevelt, I believe, and if it went through the turbines it would 
create more power and more aluminum; but still the Government 
of the United States had a contract with the people in that farming 
area stating that there would be so much water for their farming. 
It is a violation of one contract to fulfill another desire. The United 
States Government is the one who has the full responsibility for the 
violation of the contract, which says that there is so much water 
which we will serve to your lands, whether it is up in the Missouri, 
or the Mississippi, or the Columbia. 

Mr. Mack. The floods result from the fact that there is too rapid 
melting of snow or exceedingly heavy rainfall. If you released the 
water, the reservoirs will be refilled quickly due to the big storms in 
the upper valley. 

Mr. Searies. Congressman, it may or may not be that way. You 
could go back in history and you could find many cases where they 
did refill and many cases where they did not. 

Mr. Mack. Mr. Straus made the statement here yesterday that he 
thought there should be some over-all authority for the control of 
the waters in these rivers, that 1s, for flood-control purposes. 

Mr. Searzes. We could not see any objection that prior to the time 
of emergency there would certainly be a coordinated agreement as to 
what would be done with the reservoir capacities, both for flood con- 
trol and for irrigation. But also at the same time arrangements or 
determinations should be made for the compensation of the people 
in that particular area, wherever it is, whether it is Wyoming, or 
Utah, or Montana, for the water that might be gone and then there 
would be no farming. 

The United States Government has a case in California right now 
on what might be anticipated in a water right which the Govern- 
ment claims or the marines claim for Camp Pendleton, which in turn 
would take away water from crops having a high dollar value. These 
are farm lands in the Fallbrook and Santa Marguerita area. Here 
we are already considering the damages due to lack of water for 1 year, 
or 5 years, or 7 years, or whenever a drought might occur. 

Mr. Mack. The argument is constantly made that if-we build 
enough dams in these river valleys we can prevent these floods. Is 
it not the theory that releasing the water in anticipation of floods will 
prevent the floods? 
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Mr. Searves. Al] that program is based on the amount of flood- 
control space in the various dams. There is a layer for flood control, 
a layer for irrigation, and very often there is a layer for dead storage 
down at the bottom, or in some cases there is a layer for power. 

Mr. Mack. That is all, Mr. Chairman. 

Mr. Seartes. I think it is very commendable to work out prior to 
the flood arrangements and agreements by which any capacity in 
the dam would be relased, but I am sure you realize that in fairness 
to the people who have the farming lands, consideration has to be given 
to their rights. Otherwise they would be all over us, as well as the 
United States Government. 

Mr. Larcape. Mr. Secretary, you made reference to the controversy 
in California at Camp Pendleton about the water rights. That brings 
to my mind the same question that arises with respect to the tidelands 
on the Gulf of Mexico and other water bottoms, which of course Loui- 
siana and California and other States claim the Government does not 
have the rights on. We realize, of course, the Department of the In- 
terior takes that view, that the Government has paramount rights. I 
am glad to say yesterday in a conference committee of both Heume 
they reached an agreement on a bill which they expect to present to 
the Congress on that question, and it will probably be considered in the 
next few days. 

Mr. Curran has some more questions, I think, Mr. Secretary. 

Mr. Curran. I want to make it short because I know you have an 
engagement. 

In your statement you say: 

The agency which is charged with the marketing of the power cannot very 
well be subject to cost allocations made by one or two other agencies. 

As I understand it, taking a typical situation, one where the Corps 
of Engineers constructed reservoirs in the Southwest Power Adminis- 
tration area, you have three possibilities. The agency that built the 
structure can make a cost allocation; the agency that is going to sell 
the power, the Southwest Power Administration, can make the alloca- 
tion; or, some distinterested agency, such as the Federal Power 
Commission. 

The Interior Department’s position is that the selling agency should 
make the allocation rather than either of the other two. Is that 
correct ? 

Mr. Sxartes. Yes. I have had considerable discussion with Chair- 
man Buchanan on this subject, and I am sure some of the members of 
that Commission feel that the rate approval by themselves is not the 
proper place for it; that the determinations as to rates should be made 
by the agency which is marketing the power. The statement which 
they filed with you says in their recommendations that the agency of 
the United States which has the rate-making authority with respect 
to the sale of power—we set the rate—the law says that the Secretary 
shall market the power at a rate—they recommend in recommendation 
No. 3, as I interpret it, that the marketing agency be given complete 
control of it. 

They also ask in recommendation No. 2 that they be relieved com- 
pletely of all responsibility with respect to rates at which hydroelectric 
power produced at Federal multiple-purpose dams shall be sold, or 
that as an alternative the Commission take the whole thing over. 
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For about 3 months I have gone through the problem of a contract. 
negotiating one with the Arkansas Power & Light Co. and Reynolds 
Metals Co., and I quite agree with them that whoever markets the 

ower should determine the rate at which it should be sold, which 
includes making the allocation of costs, 

When you get on the allocation of costs it all comes up as to whose 
theory it is. If Iam right on what is known as the Green Book, the 
Corps of Engineers presented 15 different theories by which costs 
might be allocated. nen you make your determinations as to the 
sale of the power, in some of these areas, as you know, the drop is 
greater and the volume of water is greater, and the flow of the rivers 
are more consistent, whereby you get a much lower rate at which you 
can sell the power. In that case you do not have much of a problem, 
but in some of these other areas the area would like to have the benefit 
of low-cost hydro power with its private utility, or where it is public- 
operated. The Arkansas Power & Light Co. is definitely a private 
utility with whom we contract on this power. That area certain] 
desires the benefit of everything possible in the way of low-cost 
hydro power. 

When you get in an agency which also has other interests such as 
flood control, “they would naturally lean over to taking some of the 

ower income to better their flood-control picture. All through the 
U Jnited States we have harbor improvements, and we have navigation 
improvements, and we have flood-contro] improvements which ar 
all nonreimbursable. If you get into an area of the country such a- 
the Arkansas Valley where you are going to have flood-control dams, 
if those areas can be aided by the installation of power facilities in 
those particular dams and the power sold at the cost of those installa- 
tions, then you are going to help that purticular area develop. We 
have quite a few areas of the country where that is true. 

I come from the West, where that is not nearly as important because 
the flow of our rivers is greater and the drop is greater, and we have 
an awful lot of low-cost power. In my own system in Arizona we make 
some of the power under 2 mills from our hydro. That is a great 
advantage for us. It has helped us greatly to build the city of Phoenix 
from 30 to 40,000 up to a quarter of a million. All that helped. The 
water we get from the Colorado River has been a great help tous. We 
still buy some power there for 2 mills, but the average now is around 
5 mills. 

It just depends on what happens in the area of the country as to 
whether or not they get the same benefits from hydroelectric power 
developed from the Government as others do. 

Mr. Curran. I have a question on another subject, Mr. Secretary. 
You brought up the question of interagency cooperation, mentioning 

articularly the Missouri, Columbia, Pacific Southwest, and New Eng- 
and, and Arkansas areas. Let us talk about the New England area. 

At the present time the survey being undertaken by the six Federal 
agencies is estimated to cost the Federal Government about $5,400,000. 
That survey will be completed 2 years from next June. In the direc- 
tive given to that committee under their procedure the first sentence 
reads, and I quote: 

The committee will take action as a committee on those matters wherein there 
is unanimous agreement. 





fact, 


olds 


the 


hich 


10se 

the 
osts 

the 
p is 
vers 
VK‘ mu 
lem. 
efit 
lic- 
vate 
inl) 
cost 


the 
the 
0n 
are 
» As 
ms, 
21 
lla- 
We 


use 
ave 
ake 
eat 
nix 
Phe 
We 


md 


; Tt) 
wer 


ry. 
ing 
ng- 


ral 
00, 
reCc- 
nce 


here 


STUDY OF CIVIL WORKS 503 


In other words, there is cooperation and coordination as long as 
there is unanimous agreement. We are going to spend $5,500,000. 
What are the mechanics set up to resolve the nonunanimous questions ¢ 

Mr. Szares. I am sorry, but I cannot answer too well on the inter- 
agency committees. Perhaps Mr. Eardley can answer on that. 

Mr. Earpiey. The set-up is that you have interagency field com- 
mittees such as the New England field committee. Any differences of 
opinion would be referred to the main committee here in Washington, 
made up of representatives of the different departments here in Wash- 
ington. Now, maybe that main committee representing all of the de- 
partments could resolve the differences of opinion. If it could not 
resolve the differences of opinion then there is no board of appeal be- 
yond that. You just have differences of opinions between depart- 
ments, and I think it rests at that point. 

Mr. Curran. The point is that in this example for $5,500,000 under 
the present set-up we could get a survey of New England showing the 
points upon which the six agencies agreed and omitting entirely the 
points on which they are in conflict. 

Mr. Earpiry. I think your final report would have the complete 
report. stating the opinion of every one of the agencies, regardless 
of whether there was unanimous agreement or not. Each one of the 
agencies would have a section of that report, just as they are in the 
Arkansas-Red-White. But in recommending what should be done by 
the Congress, the recommendations, as I get it, would be only those 
recommendations on which there was unanimous agreement. You 
would have one department recommending one thing. That would be 
in the report, but it would not be the recommendation of the whole 
committee. You might say it would be a minority recommendation. 
You would have one department recommending this, and another de- 
partment recommending that, and so forth, while here together you 
would have some recommendations on which they all agree. 

On those points on which they disagree—and there no doubt would 
be quite a few of them—they could appeal from the field committee 
level to the main committee here in Washington, made up of the repre- 
sentatives of the different departments. If that main committee, 
the Inter-Agency River Basin Committee, which meets here in Wash- 
ington, did not resolve those points, then I know of no court of appeal, 
you might say, or no line of appeal, that could resolve those points 
except Congress itself. 

Mr. Seartes. I think the paragraph there refers to what they are 
in agreement on, but that does not preclude an answer for the balance 
of them. 

Mr. Chairman, I have a report to make to the Mobilization Board 
on the oil strike. I mentioned it to Mr. Curran that the meeting was 
at 11 o’clock, and I would like to be excused as soon as it is convenient. 

Mr. Larcape. At this time the Chair will observe that the gentle- 
man from Michigan, Mr. Machrowicz, has just arrived, and before 
you leave I was wondering if he has any questions. 

Mr. Macurowroz. No questions. 

Mr. Larcape. Thank you very much. We have been very glad to 
have had the opportunity of hearing you this morning. 

Mr. Seartes. I am very glad to have been here. 

Mr. Larcapr. Does Mr. Tomlinson desire to make any further state- 
ment in addition to that made by the Secretary ? 
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Mr. Tomuinson. No, sir. I do not have any statement to make, Mr. 
Chairman, but I would be glad to answer any questions that you have. 

Mr. Larcapr. I think our staff director has some questions to direct 
to you, Mr. Tomlinson, and if you will take a seat we will be glad to 
have: you answer the questions by the staff director, Mr. Curran. 

Mr: Tomiinson. Yes, sir. 

Mr. Curran. A short while ago a question was directed to Mr. 
Searles and he suggested you might be able to answer it. It is a ques- 
tion on the basin account principle. 

The Commissioner of Reclamation stated yesterday that that prin- 
ciple is now operating in the Central Valley and Missouri River Basin 
project and that recommendations have been made to extend it to the 
Columbia and Colorado River Basins. As I understood the Under 
Secretary, his impression was that the basin account was set up or 
authorized under basic reclamation law. The Commissioner’s state- 
ment would appear to be somewhat at variance with it. The particular 
point. I would like to develop is the authority for using the basin ac- 
count principle on the Missouri River Basin project. 

Mr. Tomutnson. That is very easily answered, sir. Reclamation 
law permits the pooling of all revenues from a projects to pay out 
all of the project costs allocated to reimbursable purposes. This 
basin account permits treating of the projects or units in a basin as 
one project, with the result that you can pool the revenues from all of 
these projects to pay out all of the reimbursable costs. With regard 
to the Missouri Basin project, that authority is given in section 9 (c) 
of the Flood Control Act of 1944. I do not have the law before me, 
but I am reasonably sure that is the section—9 (c). It states some- 
thing like this: With regard to basin-wide accounting of costs, reve- 
nues, repayments, and so forth, the project as encompassed in Senate 
Document 191 and House Document 475, as coordinated by House 
Document 247, shall in effect be treated as one project. 

Mr. Curran. Section 9 (c) of the Flood Control Act of 1944 reads, 
and Iam reading it from a statement presented by the Federal Power 
Commission, and not from the law itself, as follows: 

Subject to the basin-wide findings and the recommendations regarding the 
benefits, the allocations of costs and the repayments by water users, made in 
said House and Senate documents, the reclamation and power developments to 
be undertaken by the Secretary of the Interior under said plans shall be governed 
by the Federal reclamation laws * * * 

That is what you consider the authority / 

Mr. Tomurnson. That is right. You see, basic reclamation law 
permits us to do that for one particular project. This in effect makes 
the entire Missouri River Basin project as described in those docu- 
ments one project. 

Mr. Curran. That leads to another point. That particular section 
refers to power developments to be undertaken by the Secretary of 
the Interior. We know from the Federal Power Commission that 
the Department of the Interior has interpreted that law to supersede 
section 5 of the Flood Control Act of 1944, whieh requires or provides 
that the Department of the Interior shall sell power produced at power 
developments of the Corps of Engineers at rates approved bv the 
Federal Power Commission. This I take to mean that a power devel- 
opment of the Corps of Engineers in the Missouri River Basin is con- 
sidered to be a power development of the Department of the Interior. 
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The two points are that by making that interpretation the Depart- 
ment of the Interior finds that it does not need to get the approval 
of the Federal Power Commission as required in section 5 of the act; 
and also, under the basin account principle it can use the revenues 
from these Corps of Engineers power developments for irrigation 
developments. Is that correct? 

Mr. Tomuirnson. I am not as familiar with that as I should be. 
I am sorry that that did not come up when Mr. Eardley was here. 
He is Chief Engineer of our Division of Water and Power, but as I 
understand it our Department has administratively decided that sec- 
tion 9 (c) does permit the incorporation into the one project for rate- 
making and reimbursement purposes of all the projects listed in those 
three documents mentioned in section 9 (c). I would like to place in 
the record at this point a pertinent document. 

Mr. Larcape. Without objection, it is so ordered. 


DEPARTMENT OF THE INTERIOR, 
BurREAU oF RECLAMATION, 
Washington 25, D. C., March 10, 1950. 


MEMORANDUM 


To: Secretary of the Interior. 

Through: Division of Power. 

From; Commissioner, Bureau of Reclamation. 

Subject: Establishment of Power Rates—Missouri River Basin Project. 

As you are aware, certain plants for the production of hydroelectric power at 
dams being constructed by the Army engineers as units of the Missouri R:ver 
Basin project are expected to be completed and ready for initial operation about 
1954. 

The Secretary of the Interior, under the provisions of the act of December 22, 
1922 (58 Stat. 887), hereinafter called the act, is the marketing agent for Mis- 
souri River Basin project power. He has, by order No. 2177, dated March 29, 
1946, delegated that marketing function to be performed by the Bureau of ‘tecla- 
mation. A prerequisite to the marketing of power is, of course, the establishment 
of rates. 

There are attached for your approval proposed schedules of interim rates, 
covering the market area generally described as North and South Dakota, cen- 
tral and eastern Nebraska, western Iowa, and western Minnesota. The proposed 
rate schedules are applicable to wholesale firm power service, to wholesale power 
service to customers having their own generating facilities, commercial irriga- 
tion pumping power service, irrigation pumping power service for Federal proj- 
ects, and project employee service. 

The proposed interim rates for wholesale firm power service is composed of 
two parts, a demand charze and a load factor energy charge whic! assures an 
equality of average rate for energy supplied at the same load factor to either 
large or small power customers and is of the type and form now being ured 
by the Bureau on most of its pewer systems. The rate schedules for wholesale 
power service to customers having their own generating facilities, for commercial 
irrigation pumping power service, for irrigation pumping power service for 
Federal projects and for project employee service are all in conformance with 
Bureau policy with respect to the type and form of rates best suited to Bureau 
operations. 

The attached report on pronosed interim rate schedules for Missouri River 
Basin project, dated March 1950, discusses the rates and summarizes the esti- 
mated results from their application. Revenues to be received from wholesale 
firm power sales are estimated to average 5.5 mills per kilowatt-hour. Revenues 
from the sale of energy for project pumping and of secondary energy are esti- 
mated to average 2.5 mills per kilowatt-hour and 3 mills per kilowatt-hour, re- 
spectively. Estimated revenues are determined to be sufficient to accomplish the 
assumed repayment requirements. The establishment of the proposed rates 
will constitute an additional step in accomplishing increased uniformity of rates 
as between Bureau projects. 
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The Federal project, known as the Missouri River Basin project, in the States 
of Colorado, Wyoming, Montana, the Dakotas, Nebraska, Kansas, Minnesota, 
Iowa, and Missouri, consists of many units of far-flung variety and provides 
generally for a comprehensive plan for flood control and for reclamation and 
power developments. With certain exceptions not pertinent to this discussion, 
the plans and recommendations for development of the Missouri River Basin that 
had theretofore been made and transmitted to the Congress by the Department 
of the Interior and the Department of the Army covered much the same territory 
and had many similar features. Agreements were reached by representatives of 
the agencies concerned which apportioned to each agency the construction of 
certain general features of the over-all plans. These agreements are reflected in 
Senate Document 247, Seventy-eighth Congress, which is described in the act as 
having “revised and coordinated” the general comprehensive Interior and Army 
plans contained, respectively, in Senate Document 191 and in House Document 
475. 

In accordance with the principles underlying reclamation law, the rates have 
been designed to be sufficient not only to cover the amortization of the power 
investment, but also, to the extent necessary, to assist in the return of irrigation 
costs that are beyond the repayment ability of irrigation water users. 

The determination of rates in the attached report is based on the presently 
authorized Missouri River Basin project. However, examination of the House 
and Senate documents reveals a solicitude that the works proposed be considered, 
together with existing and certain prospective Federal developments in the area, 
as comprising one grand, comprehensive, basin-wide plan, the aggregate costs of 
which should be evaluated against the anticipated over-all benefits, on a basin- 
wide basis, and the amortization of and accounting for the reimbursable costs of 
which would likewise be on a basin-wide basis. Appendix B of the report clearly 
demonstrates that the proposed rates are also adequate on such a basin-wide 
basis. At the appropriate time it is intended that such legislation as may be 
necessary to bring about this basin-wide concept be submitted to the Congres. 

I recommend that you approve the rate schedules contained in the attached 
report to be immediately available for use by the Bureau of Reclamation in the 
marketing of Missouri River Basin project power in the market area generally 
described as North and South Dakota, central and eastern Nebraska, western 
Iowa, and western Minnesota. 

MICHAEL W. SrTRavus, Commissioner, 

I concur, March 20, 1950. 

WALTON SEYMOUR, 
Director, Division of Power. 

I also concur, March 21, 1950. 

WILLIAM B. WARNE, 
Assistant Secretary. 

Approved, March 24, 1950. 

Oscar L. CHAPMAN, 
Secretary of the Interior. 


Mr. Larcape. Are there any questions by the gentleman from 
Michigan, Mr. Machrowicz? 

Mr. Macurowicz. No. 

Mr. Larcape. Mr. Mack? 

Mr. Mack. No. 

Mr. Larcape. Any further questions, Mr. Curran? 

Mr. Curran. Yes. 

At a recent hearing former Gov. Leslie A. Miller, of Wyoming, re- 
ported on a project of the Bureau of Reclamation called the Glendo- 
project. In effect he said that the Glendo unit as originally presented 
to Congress was a small silt-control reservoir of 150,000 acre-foot 
capacity, estimated to cost $750,0002 He said by administrative action 
of the Department of the Interior that had been expanded to become 
a. two-dam hydroelectric development estimated to cost $42,000,000. 
He said the Bureau had added 800,000 acre-feet for power storage. 
Can you make any comment as to the accuracy of that statement ? 


1Testimony subsequently amended. See letter, p. 182, pt. 1. 
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Mr. Tomitson. Yes. I am glad to comment on that, Mr. Chairman. 

I think Governor Miller brought up the Glendo as a good example, as 
he put it, of showing that Congress had delegated too much of its 
authority to the executive branch. He was talking about the Corps of 
Engineers and the Bureau of Reclamation, taking a nominal authoriza- 
tion and then building what they pleased under that authorization 
without coming back to Congress and explaining to Congress and get- 
ting congressional approval for going along with. any modification or 
changés which were deemed desirable from the original authorization. 

The Glendo unit, which is on the North Platte River near Glendo, 
Wyo., is an authorized part of the Missouri River Basin a ss It 
is very clearly spelled out in Senate Document 191, and as Governor 
Miller said, it was listed in that document as a small reservoir of 
150,000 acre-feet. estimated to cost $4,000,000. It did not include any 
power plant and was just a small more or less single-purpose reservoir. 
As we studied the Missouri Basin in more detail we soon came to the 
conclusion that a larger reservoir was desirable and warranted at this 
particular site. In fact, in our preliminary studies we thought that a 
reservoir capacity of about five times the 150,000 acre-feet, or 750,000 
acre-feet, would be desirable. We also thought a power plant would 
be desirable there. So as we have always done we came to the Congress 
through the appropriation process and voluntarily disclosed the desire 
on the part of the Department to make this modification, and clearly 
pointed out the increased benefits and the increased ¢osts. We did 
not conceal anything. 

We discussed this in great detail before the committees. Asa result 
the Congress did tell us to go ahead and make studies, but before they 
appropriated construction funds for that particular unit, they wanted 
us to make a detailed plan and report on the larger-size reservoir and 
the power plant and the other facilities, and to submit that report to 
all of the affected States—there being three, namely, Colorado, Wy- 
oming, and Nebraska—and to get their comments, and then send the 
report to Congress for its approval. We are now in the process of 
doing that. 

The report has been completed. It is now out for review before 
those States. I do not know where Governor Miller got his informa- 
tion, but I think the story which I have recited, and it can be docu- 
mented, will bear out just the opposite of the conclusion that Gov- 
ernor Miller reached, Congress is keeping abreast of such units as the 
Glendo and they do have their finger on the pulse of the program and 
are in a position to get the facts and decide fully which way the 
Congress wants to go on this development. 

Mr. Curran. Thank you, Mr. Tomlinson. 

Yesterday Commissioner Straus gave some figures on flood stor: 
on the Missouri Basin. I think that you were assisting him at the 
time. He spoke of nine dams having a total capacity of 5,356,430 
acre-feet and of others that will come into being in the next 12 
months having an additional 4,271,600 acre-feet of reservoir space. 
I think the impression may have been left with the subcommittee that 
that 10,000,000 acre-feet of space is reserved for flood control or is 
completely available for it. Is that accurate? 
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Mr. Tomutnson. No, sir. First, one correction. The nine res- 
ervoirs he mentioned was an error. It should have been 32." He 
was reading from this table. There are nine reservoirs in the au- 
thorized Missouri River Basin project which have been completed. 
There are 23 other projects in the Missouri River Basin area which 
have been aithpldeed e transposed those columns. The total acre- 
feet he gave you in the Missouri River Basin area or 5,356,430, is cor- 
rect, but that should be 32 reservoirs. A goodly portion of that 
capacity, is in those nine reservoirs in the project itself. About a 
third or a fourth, I think, is in those nine, but we did have a lot 
of projects in existence before the Missouri River Basin project or 
built concurrently, such as the Celorado-Big Thompson. So it should 
be 32 reservoirs with a total capacity of 5,356,430 acre-feet which have 
been built and seven additional now under construction with a capac- 
ity of 4,271,600 acre-feet, and there are approximately 100 more 
which are authorized but not yet started, with a capacity of around 
25,410,000 acre-feet. But that is total controlled storage capacity. 
It is not just flood-control capacity. 

Mr. Curran. Do you know how much flood-control storage was 
available during the recent floods? It is not the 5,356,430, nor is it 
the 10,000,000. I just want to get the record straight because the 
Corps of Engineers’ total flood-centrol storage on the Missouri is'some- 
thing under 1714 million acre-feet, and the subcommittee has a figure 
of 10,000,000 along with the 1714 million, which shows the Bureau of 
Reclamation would have made that much flood control possible, and I 
think that is an error. 

Mr. Tomurnson. No, sir, and I think we indicated yesterday that the 
Bureau of Reclamation capacity was less than the Corps of Engineers’ 
capacity, and that is true. Certainly the flood-control capacity is con- 
siderably less than the Corps of Engineers’ flood-control capacity. 
Unfortunately I do not have with me this morning the allocation of 
space of this nearly 10,000,000 acre-feet as between the various 
purposes. 

Mr. Curran. I wonder if at the proper place in the record you would 
indicate the amount of these storages that are available for flood 
control ? 

Mr. Tomutnson. I will be glad to have that done, sir. 

(The requested information is as follows :) 

Flood control 
storage capacity 
Reservoirs : (acre-feet) 

Completed (32) 778, 500 
Under construction (7) 

Mr. Donvero. Mr. Chairman, this may not be a proper question to 
the witness, but in all the years that I have been here I do not think 
I have ever heard it stated on the record what is a simple definition of 
an acre-foot of water. Can you do that in simple language which any- 
body can understand ? 

Mr. Tomtrnson. I »m sure I can, Mr. Dondero. An acre-foot of 
water is that water which would cover a flat acre 1 foot deep. It is 
43,560 cubic feet. 

Mr. Donprero. Even Members of Congress can understand that. 


1 This correction has been made in the printed text. 
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Mr. Tomutnson. To relate that, it is 1 cubic foot per second flowing 
by a given point will discharge roughly 2 acre-feet per day. 
‘Mr. Donvero. I did not mean to interrupt you. 

Mr. Curran. No, sir. That was at a good point. 

In discussing flood control with Commissioner Straus we did not 
discuss a third agency that is concerned with flood control. He men- 
tioned the relationship of the Bureau of Reclamation and the Corps 
of Engineers. The Department ot griculture also has some flood- 
control responsibilities and some runoff retardation responsibilities. 
Can you tell us mt about the relationship between the Bureau of 
Reclamation and the Department of Agriculture in that particular 
type of activity ? 

Mr. Tomtrnson. Yes. It has been very pleasant and been very close. 
We have no quarrel at all with Agriculture’s program. I suppose 
you mean specifically with the watershed protection program. We 
are all for that. I do think it has a very definite and a very material 
place in total basin development. My own personal opinion is that 
perhaps that part of that program is overrated when it comes to the 
major floods of record, but it is not overrated when it comes to the 
minor floods, It is my personal opinion. It is a very controversial 
subject. You get proponents sid opponents on both sides of the 
question, but I do think especially in regard to the smaller floods and 
especially in regard to the soil conservation that it is extremely 
important. 

Mr. Curran. The point I wanted to get to primarily is, does the 
Bureau of Reclamation carry on similar’ work anywhere or, if you 
know it, does the Department of the Interior carry on water flow 
retardation work or upstream water control comparable in nature to 
that which the Department of Agriculture is carrying on? 

Mr. Tomiinson. I would say that our program is nowhere near com- 
parable in scope or character to that carried on by Agriculture. The 
Department of Interior does have certain park and range lands where 
programs are carried on. Unfortunately I do not think they have 
the appropriations to do an adequate job there. The Bureau of 
Reclamation does none of that at all. We do furnish advice and 
assistance largely through the State colleges and through the Depart- 
ment of Agriculture to settlers on irrigation projects, but we do not do 
any of that work ourselves. 

Once in a great while we will do it on a completely reimbursable 
basis, but generally speaking we do not go in for that type of work. 
It is settler program work which we encourage, but they do it. 

Mr. Curran. Mr. Chairman, that is all, except to place these papers 
in the record. 

Mr. Larcapr. Are there any questions? Without objection, the 
papers shall be placed in the record at the end of today’s proceedings. 

(No response. ) 

Mr. Larcape. Thank you very much, Mr. Tomlinson. This con- 
cludes the program for this morning. The committee will stand ad- 
journed until 10 o’clock tomorrow morning. 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. 0., December 4, 1951. 
Hon. Rosert E. Jones, Jr., 
Chairman, Special Subcommittee to Study Civil Works, 
Committee on Public Works, House of Representatives, 
Washington, D. C. 

My Dear Mr. Jones: Attached is a statement on the flood-control activities of 
the Department of t’ e Interior which is submitted in answer to questions Nos, | 
and 2 of the list attached to your letter of October 19. This is being submitted at 
this time in accordance with your suggestion that we furnish parts of the re- 
quested material as it becomes available rather than awaiting the completion of 
replies to all of the inquiries which you have sent us. 

We shall endeavor to supply you with the remainder of the material not later 
than December 15, in accordance with informal arrangements made between 
Mr. Charles Curren, your staff director, and Mr. Reginald C. Price, Director of 
our Division of Water and Power, who has been working closely on this matter 
with Mr. Curran. 

Sincerely yours, 
R. D. SEARLES, 
Acting Secretary of the Interior. 


DEPARTMENT OF THE INTERIOR FLOOD-CONTROL ACTIVITIES 


The Department of the Interior as the conservation agency of the Government 
is vitally concerned with the control, conservation, and the development of the 
water resources of the Nation. The planning and development of water and 
related resources on a river basin-wide basis is an underlying policy of the De- 
partment, and such coordinated development of water resources involves flood 
control as a major factor. Practically all agencies of the Department are con 
cerned or affected by the Federal flood-control programs. 


BUREAU OF RECLAMATION 


The Bureau of Reclamation has for many years been extensively engaged in 
flood-control activities through the development of multiple-purpose projects for 
the control and use of the water resources of the 17 western States. A major 
phase of water conservation in the West is the capture of floodwaters in 
storage reservoirs and their later release for irrigation and power development. 
Thus, the planning and construction of flood-control facilities in dams, reservvirs, 
canals and other structures are inherent in most major projects of the Bureau 
and have been so recognized by law. As a result, the Bureau has been success- 
ful in almost completely controlling flood damages on many western rivers. 

Aside from the basic flood-control value of reservoirs and channels constructed 
primarily for irrigation or power, legislative authority for the construction of 
flood-control works is contained in many acts of Congress authorizing the con- 
struction of specific reclamation projects, and general legislation appears in 
section 9 (b) of the Reclamation Project Act of 1939 (August 4, 1939, 53 Stat. 
1187). This section of reclamation law provides that the Secretary may make 
allocations of costs of new projects or divisions of projects to flood control, and 
operate such projects for fiood control to the extent justified by the allocations 
It also provides that he shall consult with the Chief of Engineers and the Secre- 
tary of War and may perform investigations and studies under cooperative 
agreements with the Secretary of War. 

One of the most important multiple-purpose projects involving flood contro! 
constructed by the Bureau resulted from the Boulder Canyon Project Act of 
December 21, 1928, authorizing the construction of Hoover Dam on the Colorado 
River. This act specified that the dam would be used: First, for river regula- 
tion, improvement of navigation, and flood control; second, for irrigation and 
domestic uses; and, third, for power. Prior to the construction of Hoover Dam 
the Colorado River was subject to recurring destructive floods which made it 
a natural menace, of little value in an area of extreme need for the maximum 
conservation and control of a limited water supply. Since the cdmpletion of 
Hoover Dam in 1935, it has been recognized as a major achievement that there 
have been no more floods in the lower Colorado River. Further and more com- 
plete control and use of the Colorado have since been accomplished by the 
construction of Parker and Davis Dams below Hoover, and the continued improve- 
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ment of the channel and of levees protecting valuable properties and irrigation 
works. Further construction is now planned on the upper Colorado and tribu- 
taries looking forward to the maximum control and use of the waters of the 
entire river system. ; 

The great Central Valley project in California, much of which has now bee 
completed by the Bureau of Reclamation, was authorized in 1935 under provi- 
sions of the Emergency Relief Appropriation Act of 1935 and by subsequent 
legislation primarily for irrigation and power, but has as an important function 
increased flood protection for the valley. Two of the world’s largest dams, Shasta 
on the Sacramento River, and Friant on the San Joaquin, control and conserve 
floodwaters on those streams for irrigation and power production. The Friant 
Dam was particularly successful in completely controlling the headwaters of 
the San Joaquin in the disastrous California flood of last year. 

The multiple-purpose aspects of the Central Valley project, including its 
flood-control value, which may be considered illustrative of reclamation projects, 
are reflected in the allocations of cost for the original project as shown in the 
report of the Secretary of the Interior dated February 24, 1947, and reproduced 
as House Document No. 146, Bightieth Congress, first session, as follows: 


Irrigation...__... OE RE PLD GEOL ESO at ae ee Tot ea A SE $221, 551, 600 
Ta le denial ce msemmemenhitiidiannnns 104, 143, 600 
Municipal water and industrial water.._._._._..._....__.._...__-__- 9, 091, 800 
RES EEE TES SECT ESSERE CER OT, a Ne 18, 083, 000 
SESE IS NS ee er Ne De Pe TC Le eee 31, 444, 000 

ESTED EEE LST OG ET Save OP Mai TD OEE a 384. 314. 000 


The first basin-wide approach to flood control by the Bureau of Reclamation 
was in the comprehensive plan for the conservation, control, and use of all the 
waters of the Missouri River Basin, printed as Senate Document 191 of the 
Seventy-eighth Congress. This plan was approved by the Congress in the Flood 
Control Act of 1944, after coordination with plans of the Army Corps of Engi- 
neers, and the Bureau is now authorized to construct over 100 dams and reser- 
voirs for multiple-purpose use in the basin along with other reservoirs to be 
constructed by the Corps of Engineers as a joint undertaking on a basin-wide 
project. Thirteen of the reclamation dams in the Missouri Basin project are 
now completed or under construction. Six of these dams were initiated and 
four more expedited specifically by the Congress in a supplemental appropriation 
act following the disastrous 1947 floods in the basin, and the recent Kansas sub- 
basin disaster has placed further emphasis on the urgency of the flood-control 
features of the project. These new Missouri Basin dams have already made a 
significant contribution to flood control in their restricted areas of the basin. 
The Heart Butte Dam on the Heart River near Mandam, N. Dak., functioned 
effectively last year in a severe flood on the Heart, and the Enders, Medicine 
Creek, and Bonny Dams in the Republican subbasin will, with the Trenton Dam 
nearing completion and the Harlan County Dam completed by the Corps of 
Engineers, afford effective protection on one of the most damaging tributaries 
of the Missouri. 

In addition to the Colorado, Central Valley, and Missouri River Basins com- 
prehensive water resources development plans have been or are being developed 
in all other major basins of the West, notably the Columbia, Arkansas, Red, 
Rio Grande, Weber, and Gulf Coastal River Basins. Flood control is important 
in each. 

Although the control of floods by reservoir storage is the principal flood control 
activity of the Bureau of Reclamation, the Bureau does, under certain circum- 
stances, provide other flood control measures. In the Rio Grande Valley chan- 
nelization work to conserve water and to control river bed aggradation which 
causes adverse drainage conditions affecting irrigated lands also involves flood 
prevention. The extensive dredging and levee works being carried on along the 
lower Colorado River are essentially flood control measures to offset the change 
in river flow conditions created by construction of Hoover, Parker, and Davis 
Dams. Levies, channel and diversion works on the Klamath project are flood 
control in function to prevent inundation of lands reclaimed on that project. 

The flood-control activities of the Bureau of Reclamation are coordinated 
closely with the activities of the Corps of Engineers. In practically all cases the 
Corps makes the studies and evaluations of flood damages and flood control bene- 
fits used by the Bureau in its reports and the Corps is consulted in respeet to 
allocations of cost, reservoir capacities, and reservoir operations relating to flood 
control. Wherever reservoir storage capacity is allocated to flood control at a 
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Bureau project, the Secretary of the Army, as provided by section 7 of the 
Flood Control Act of 1944, prescribes regulations for the use of that storage. 

The manner in which flood control in the western reclamation States can be 
successfully integrated with the basic needs for irrigation and low-cost hydro 
power has been so firmly established as to make it an important part of al! 
river resources projects. In the arid States of the West, it is not only important 
to control seasonal floods, but to conserve flood flows and put them to beneficial 
use on the land and in industrial and domestic growth where economic develop- 
ment cannot proceed without more water. While many small single-purpose 
irrigation projects remain to be built and will always be in demand in expand- 
ing sections of the West, major projects are now required to take care of essntial 
needs. They must be engineered not only for irrigation or power but to contro! 
and utilize flood flows and to provide maximum beneficial use of our runoff for 
all purposes. 

BUREAU OF LAND MANAGEMENT 


One of the primary functions of the Bureau of Land Management is to admin- 
ister the large areas of public domain. Unwise use of the land, particularly in 
past generations, both public and private, has depleted vegetative cover resulting 
in loss of ability of watershed lands to retain precipitation, thus aggravating 
downstream conditions and in accelerating man-induced erosion so that ab- 
normally large quantities of silt are pouring into main river channels creating 
flood hazards and damages and filling reservoir structures. The Bureau of Land 
Management, through increasingly effective range management supplemented by 
range improvement and soil and moisture conservation programs, is endeavoring 
by a long-range program to reduce erosion and surface runoff and consequently 
to assist in the control of floods and stream sedimentation. 


GEOLOGICAL SURVEY 


The Geological Survey is the great basic data-collecting agency of Government 
in the field of natural resources. In cooperation with States and other Federal 
agencies it obtains and compiles the great bulk of basic data on stream flows 
which are essential to the development of flood-control plans and for the opera- 
tion of flood-control structures. It also makes special studies and reports on 
the hydrologic aspects of important floods as well as conducting research and 
investigations in relation to flood flows, surface runoff, and ground water phe- 
nomena in general. Geological Survey also is the primary mapping agency of the 
Government, and its mapping activities and services are of fundamental! import- 
ance in flood-control investigations as well as investigations for all other types of 
water-resources development. The Survey, in addition, makes exploratory in- 
vestigations of proposed reservoir sites to evaluate the nature of underlying 


mineral deposits. 
FISH AND WILDLIFE SERVICE 


Although the activities of the Fish and Wildlife Service are not directly related 
to the control of floods, the Service does have an important interest and responsi- 
bility in relation to Federal flood-control programs. This relationship is set 
forth in section 2, Public Law 732, Seventy-ninth Congress, second session, which 
states: 

“Sec. 2. Whenever the waters of any stream or other body of water are author- 
ized to be impounded, diverted, or otherwise controlled for any purpose whatever 
by any department or agency of the United States, or by any public or private 
agency under Federal permit, such department or agency first shall consult 
with the Fish and Wildlife Service and the head of the agency exercising admin- 
istration over the wildlife resources of the State wherein the impoundment, 
diversion, or other control facility is to be constructed with a view to preventing 
loss of and damage to wildlife resources, and the reports and recommendations 
of the Secretary of the Interior and of the head of the agency exercising adminis- 
tration over the wildlife resources of the State, based on surveys and investiga- 
tions conducted by the Fish and Wildlife Service and by the said head of the 
agency exercising administration over the wildlife resources of the State, for 
the purpose of determining the possible damage to wildlife resources and of the 
means and measures that should be adopted to prevent loss of and damage to 
wildlife resources, shall be made an integral part of any report submitted by any 
agency of the Federal Government responsible for engineering surveys and 
construction of such projects.” 

Under this section, the Fish and Wildlife Service conducts investigations of all 
related projects for flood control in the programs of the Corps of Engineers, 
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Bureau of Reclamation, and other Federal agencies. As a result of these investi- 
gations, the effect of proposed projects on fish and wildlife are evaluated and 
measures are recommended for incorporation in the project in the interest of 
fish and wildlife protection and propagation. 


NATIONAL PARK SERVICE 


Similar to the Fish and Wildlife Service, the activties of the National Park 
Service are not directly related to the control of floods, but the Service does have 
important interests and responsibilities in Federal flood-control programs. These 
interests and responsibilities are twofold. The National Park Service has a 
broad interest in recreational development including measures to accommodate 
recreation at Federal water resource projects. In relation thereto, the Park 
Service conducts all recreation investigations and planning functions for the 
Bureau of Reclamation on its water resource development works and recommends 
measures for incorporation in the projects to provide for recreation use and 
for the protection and enhancement of recreation values. Further, it operates 
and maintains the recreational facilities at Bureau projects or arranges for their 
administration by local or State agencies. In relation to Corps of Engineers’ 
projects, the National Park Service makes reconnaissance investigations and 
reports on recreation aspects and sometimes consults on the development of 
master recreation plans. 

The other responsibility of the National Park Service concerns developments 
that affect the notional parks and monuments, which the Park Service admin- 
isters in accordance with the congressional policies established for their preser- 
vation. The Service evaluates critically the effect of any proposed flood control 
projects that would lie within, or alter conditions within a national park or 
monument or other area of national scenic or recreation significance with a view 
to finding alternative solutions or otherwise avoiding adverse effects on these 
areas. 

BUREAU OF MINES 


The interest of the Bureau of Mines in flood-control activities is concerned 
principally with evaluation in cooperation with the Geological Survey of the 
mineral resources underlying proposed reservoir sites and with measures for 
their protection or exploitation. 


BUREAU OF INDIAN AFFAIRS 


The Bureau of Indian Affairs is concerned, of course, with all flood-control 
activities that affect the welfare of the Indians. The Bureau also constructs 
projects for the reclamation of Indian lands and where such projects include 
storage reservoirs flood control is usually involved as one of the multiple pur- 
poses served. The program of the Bureau of Indian Affairs in this respect, how- 
ever, is minor. 

POWER MARKETING AGENCIES 


The Bonneville Administration, Southwestern Power Administration, and the 
Southeastern Power Administration are the power marketing agencies of the 
Department of the Intericr and each markets for the Federal Government 
the surplus power generated at Corps of Engineers projects. While not directly 
interested in flood control, these agencies are interested in those related factors 
that affect power production and costs such as reservoir and river basin opera- 
tions, capacity of storage reservoirs and allocations of storage space size and 
characteristics of power generating equipment, and cost allocations. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C. 
Hon. Rorerr EB. Jones, Jr., 
Chairman, Special Subcommittee, to Study Civil Works, Committee on 
on Public Works, 
House of Representatives, Washington, D. C. 

My Dear Mr. Jones: With your letter of October 19, you submitted a list of 
14 questions relating to the activities of this Department in the field of water 
resource development. In our letter of December 4, we transmitted a partial 
response to your inquiry. 

99217—52—pt. 3-9 
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Attached is the remainder of our response to your questions. We shall be 
Pleased to provide you with any additional information you may require. 


Sincerely yours, 
Oscar L. CHAPMAN, 


Secretary of the Interior. 


ANSWERS BY DEPARTMENT OF THE INTERIOR TO QUESTIONS SUBMITTED BY Sup- 
COMMITTEE To Stupy Crivm WorKs, COMMITTEE ON PUBLIC WorkKS, HOUSE o1 
REPRESENTATIVES, DECEMBER 1951 


Question No. 1 
What bureaus or agencies of the Department carry on work directly related to 
flood control and river improvement for navigation? 


Question No. 2 

What is the nature of flood-control work undertaken by the Department ? 

The answers to these questions with respect to flood-control activities were 
transmitted to the subcommittee chairman in a letter dated December 4, 1951. 

The answer with respect to navigation is as follows: 

Navigation, where involved, has the same general relationship as flood con- 
trol to the Interior Department’s program of river-basin development. However, 
the interrelation between these programs and navigation is much less important 
and less frequent than in the case of flood control. The navigation functions 
of Interior projects consist primarily of: (1) use of reservoirs constructed by 
the Department for water transportation, and (2) release of water from these 
reservoirs during periods of low flow to improve downstream channel depths. 

Particular mention should be made of the significant effects, beneficial and 
adverse, which navigation projects often have upon fish and wildlife resources 
with which the Fish and Wildlife Service is concerned. In the field of minerals 
and fuels, which are the concern of the Bureau of Mines and the Geological 
Survey, navigation projects often significantly affect the economics of mining: 
as for example, providing low-cost water transportation for coal in the upper 
Ohio Basin. Reservoir projects for navigation or other purposes, also affect 
minerals and fuels deposits either through flooding, making them unavailable 
for future economic use, or through making them more or less accessible because 
of reservoir construction. 


Question No. 3 
How are surveys for reclamation and other water resource development and 


conservation projects of the Department initiated? 


Answer 

Only two agencies of the Department, the Bureau of Reclamation and the 
Bureau of Indian Affairs, prepare survey reports for water development projects 
of the type generally prepared by the Corps of Engineers. This arises from the 
fact that, as a general rule, these two agencies in the Department are required to 
obtain specific project authorizations for water resources development either by 
Congress or by a finding of feasibility by the Secretary of the Interior. The 
other agencies of the Department have general legislative authority to carry 
on their resources activities. This is discussed more fully under the answer to 


Question 4. 
BUREAU OF RECLAMATION 


Nearly all surveys for projects of the Bureau of Reclamation are initiated 
under authority of the reclamation laws. This authority extends back to the 
original Reclamation Act of 1902. Section 2 of that act provides “That the 
Secretary of the Interior is hereby authorized and directed to make examinations 
and surveys for, and to locate and construct, as herein provided, irrigation works 
for the storage, diversion, and development of waters, including artesian wells.” 

Subsequent acts, particularly the Reclamation Act of 1939, have broadened the 
authority for investigations to include power, and municipal and industrial 
water supply and, as a related part of such investigations, flood control, navi- 
gation, and other allied purposes. . 

Investigations are initiated and scheduled in accordance with the needs of a 
continuing Reclamation program. They may also be initiated at the request of 
a State or local group in which case the interested party is required to contrib- 
ute one-half of the investigations cost. Some investigations are initiated upon 
Congressional request or resolution, 
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Funds for investigations of the Bureau of Reclamation are provided from 
annual appropriations from the reclamation fund, the general fund, Colorado 
River development fund, and a special item for investigations in Alaska. 

At the start of an investigation a one-page “Notice of initiation of investiga- 
tion,” containing basic information concerning the investigation, is prepared and 
circulated widely to Federal and State agencies and other interested parties. 
Circulation of this notice is the first step in a detailed procedure for coordinating 
investigations and the results thereof with other agencies in the Department, 
other Federal agencies, and the States. The coordinating facilities of the In- 
terior Department field committees, the Federal Interagency River Basin Com- 
mittee, and its regional committees in the Missouri, Columbia, Pacifiic South- 
west, and Arkansas-White-Red Basins are used for this purpose. 


Bureau of Indian Affairs 


Surveys for water resource projects of the Bureau of Indian Affairs are ini- 
tiated in a manner similar to that of the Bureau of Reclamation. The authority 
for the initiation of these surveys stems from the act of April 4, 1910, requiring 
preparation and submission of a report on the economic and engineering feasi- 
pility of a project before it may be authorized. 

Prior to 1910, authority for investigations and surveys for the following Indian 
irrigation projects was found in acts of Congress as follows: 


Colorado River and Yuma projects, April 21, 1904 (33 Stat. 224). 
Uintah project, June 21, 1906 (34 Stat. 375). 

Flathead project, April 30, 1908 (35 Stat. 83). 

Fort Peck project, May 30, 1908 (35 Stat. 558). 

Fort Belknap project, April 30, 1908 (35 Stat. &3). 

Blackfeet project, March 1, 1907 (34 Stat. 1035). 

Wind River project, March 3, 1905 (34 Stat. 354). 

Fort Hall project, June 21, 1906 (34 Stat. 334). 


Fish and Wildlife Service 


The Fish and Wildlife Service initiates surveys for and constructs migratory 
waterfow! refuges and fish hatcheries. The Service also investigates the water 
resource projects of other agencies, both within and outside the Department of 
the Interior, in order to determine their effect on fish and wildlife resources. 

Federal Migratory Waterfowl Refuges.—The Fish and Wildlife Service, as the 
administering agency for the Federal migratory waterfowl refuge program, is 
a user of water in the maintenance of marsh and aquatic habitat so necessary 
in the management of the refuge lands. This program involves the setting aside 
and development of sufficient nesting area to maintain adequate production, the 
development of resting and feeding areas along the routes of waterfowl! migra- 
tion to provide protection and feed for the millions of migrating waterfowl! 
during the fall and spring, and to provide adequate wintering areas where the 
waterfowl spend from 4 to 6 months of each year. 

The Fish and Wildlife Service has set up a program in which are indicated 
the general areas within the continental United States where gaps exist in th 
migratory waterfowl refuge program or where additional refuge areas are 
required. With this program at hand, staff members of the Service are con: 
tinually on the lookout for refuge prospects in the areas where refuges are 
needed. Recommendations as to possible areas are also received from State 
game departments and from conservation groups and private individuals. 

Upon being advised of a prospective area, the Fish and Wildlife Service makes 
a general reconnaissance to investigate the need for a refuge in that area, pros- 
pective size, general possibilities for development, acquisitions possibilities, aid 
availability of water. If the report on this general reconnaissance is favorable, 
a detailed study is made to obtain more detailed information as to present and 
prospective waterfowl use, soil conditions which would permit the production of 
ample food supplies, hydraulic studies as to the availability of water of suffi- 
cient quantity and quality at the proper seasons, engineering studies from which 
construction plans could be prepared and land examination to determine approxi- 
mate acquisition costs. 

With this detailed information available, an estimate of the total cost of the 
project is made, and if value of the area for waterfowl] in the judgment of the 
Fish and Wildlife Service is to exceed acquisition and development costs, the area 
is approved as an addition to the program. The approval of the establishment of 
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any Federal refuge is also sought from the game department of the State 
involved before actual acquisition and development is begun. 

Federal Fish Hatcheries.—Surveys for construction of Federal fish hatcheries 
are sponsored by the Fish and Wildlife Service in some instances, but normally 
are made following public demand and congressional action. Hatchery needs 
are determined through surveys of management programs established either by 
the States or by the Fish and Wildlife Service. These management programs are 
arrived at by creel census data, information on productivity of the stream, and 
other factors connected with the use of the particular areas involved. Federal 
hatcheries are established in areas where the States are unable to provide suffi- 
cient facilities, generally by agreement with the States themselves or at their 
request, and secondly, to service public land areas for which the Federal Govern- 
ment is primarily responsible. 

Investigation of water development projects of other agencies.—The amended 
Coordination Act of August 14, 1946 (60 Stat. 1080), authorizes the Fish and 
Wildlife Service to investigate water-resource-devolpment projects, proposed for 
construction by Federal agencies, or by other public or private agencies under 
Federal license, for the purpose of determining the possible damage to fish and 
wildlife resources. It further authorizes the service to recommend means and 
measures for preventing such damages or losses. The act provides that reports 
and recommendations of the Secretary of the Interior, based on the surveys and 
investigations of the Fish and Wildlife Service, shall be made an integral part 
of any report submitted by any Federal agency responsible for engineering sur- 
yeys and construction of such projects. 

The Fish and Wildlife Service initiates its investigations after notice has 
been received from a Federal construction or licensing agency that a water- 
development project is being proposed on a given stream. Such notices are 
provided for under the .established coordination procedures discussed above. 
The Service obtains pertinent engineering data from the Federal or non-Federal 
agency planning the development and conducts field studies as needed. The 
biological investigations generally are completed in sufficient time to permit 
the inclusion of findings and recommendations in project reports issued by the 
Federal construction agencies, or to permit consideration of such findings and 
recommendations by the Federal licensing agency prior to issuance of licenses 
for non-Federal development. 


National Park Service 


The recreation aspects of surveys for reclamation and other water resources 
development and conservation projects are initiated by the National Park Serv- 
ice upon the specific request of the Bureau of Reclamation and the Corps of 
Engineers, under authority of the Historie Sites Act of August 21, 1985 (49 
Stat. 666) and the Park, Parkway, and Recreation-Area Study Act of June 23, 
1936 (49 Stat. 1894). In addition, the established coordination procedures 
enable the National Park Service to analyze the possible effect of water-develop- 
ment proposals upon national parks, monuments, and other areas under its 
jurisdiction and advise the proposing agency thereon. In connection with these 
individual project surveys, the National Park Service also initiates basin-wide 
recreation surveys to determine the pattern of recreation needs, within the 
framework of which the recreation developments at individual reservoir proj- 
ects may be properly planned. 


Bureau of Land Management 


Surveys of conservation projects of the Bureau of Land Management (see 
answer to questions 1 and 2), are initiated by the official of the Bureau respon- 
sible for the maintenance of a particular area of public lands. The proposed 
projects are reviewed and passed upon by officials of the Bureau and the De- 
partment. The surveys are authorized by the Tayor Act of June 28, 1934 (48 
Stat. 1275 ; 43 U. 8. C., sec. 315m). 


Bureau of Mines 


Surveys of the effect of water resources development and conservation proj- 
ects on mineral resources are undertaken upon specific request of the Bureau 
of Reclamation or the Corps of Engineers. Results of such surveys are made 
available to the requesting agency, and are used within the Department of the 
Interior in formulating a departmental position on the proposed development. 
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Question No. 4 
How are water conservation and development projects authorized? 


Answer 

As pointed out under the answer to question No. 8, the Bureau of Reclamation 
and the Bureau of Indian Affairs are generally required to obtain specific project 
authorization, either by act of Congress or, in some instances in the Bureau of 
Reclamation, by a secretarial] finding of feasibility. In addition, Federal fish 
hatcheries generally require specific congressional authorization. Individual 
water conservation and development projects of the other Interior agencies may 
generally be undertaken under general program authority already available to 


the agency. 
Bureau of Reclamation 


Projects of the Bureau of Reclamation are authorized either by an act of Con- 
gress or by a finding of feasibility, under criteria prescribed in the statutes, by 
the Secretary of the Interior. In both cases the authorization normally follows 
the preparation of a planning report on intensive engineering and economic 
investigations of the proposed project. 

Authorization by act of Congress.—Legislation authorizing a project of the 
Bureau of Reclamation is either introduced by an interested Member of Con- 
gress or transmitted to the Congress as a proposal of the, Administration. 

Prior to project authorization, and as a part of the procedure leading toward 
it, planning reports on the project are submitted for review and comment to the 
various State and Federal agencies as provided by law and by the coordination 
procedures adopted by agreement among Federal agencies. Details of these 
coordinating procedures are included in several of the exhibits transmitted in 
answer to question No. 14. 

After completion of review by other agencies and final adoption by the Secre- 
tary, the planning report, together with the comments received, is transmitted 
by the Secretary with his recommendations to the Bureau of the Budget for final 
review, pursuant to Executive Order 9884 and related delegations from the 
President. Following its review, the Bureau of the Budget advises the Depart- 
ment of the Interior as to the relation of the proposed project to the program 
of the President. After this advice is received, the proposal is ready for sub- 
mission to the Congress. 

Secretarial finding of feasibility Authority for the Secretary of the Interior 
to authorize a reclamation project which meets certain prescribed criteria and 
limitations is set forth in section 9 of the Reclamation Project Act of August 4, 
1989 (53 Stat. 1187; 43 U. S. C. 485). The pertinent part of that section states: 

“If the proposed construction is found by the Secretary to have engineering 
feasibility and if the repayable and returnable allocations to irrigation, power, 
and municipal water supply, or other miscellaneous purposes found by the Secre- 
tary to be proper, together with any allocation to flood control or navigation 
made under subsection (b) of this section, equal the total estimated cost of 
construction as determined by the Secretary, then the new project, new division 
of a project, or supplemental works on a project, covered by his findings shall 
be deemed authorized and may be undertaken by the Secretary.” 

A limitation on this authority is imposed by the Flood Control Act of Decem- 
ber 22, 1944 (58 Stat. 887), which provides for authorization only by act of 
Congress in these cases where, upon referral of project plans and proposals 
to the affected States and Secretary of the Army for consideration as required 
by that act, objections to a project are raised by such reviewers. 


Bureau of Indian Affairs 


Water resources development projects of the Bureau of Indian Affairs may 
be authorized only by act of Congress. The act of April 4, 1910 (36 Stat. 270), 
requires that no project costing in excess of $35,000 may be undertaken for the 
development of Indian water resources until a report on its engineering and 
economic feasibility has been prepared and submitted to the Congress and until 
Congress has acted favorably upon the proposal. 

The procedures for submitting such a project to the Congress are similar to 
those outlined above for projects of the Bureau of Reclamation which are 
authorized by Congress. 
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Fish and Wildlife Service 


Refuges for migratory waterfowl are authorized when approved by the 
Director of the Fish and Wildlife Service following surveys and investigations 
noted in the answer to question No. 3. 

Broad authority from Congress with respect to these refuges is contained 
in the Migratory Bird Conservation Act of February 18, 1929 (45 Stat. 1222; 
16 U. 8. C. 715), as amended, the Migratory Bird Hunting Stamp Act of March 
16, 1984 (48 Stat. 450; 16 U. S. C. 718), as amended, and the Coordination Act 
of August 14, 1946 (60 Stat. 1080; 16 U. S. C. 661). 

In cases where the normal requirements of refuge management under the 
acts cited above are unacceptable to the States involved, special acts of Congress, 
containing provisions permitting modification of these requirements, may be 
sought to authorize certain refuges. 

Fish hatcheries normally are authorized by act of Congress. For example, 
the White Act of May 21, 1930 (46 Stat. 371), authorized a number of specified 
hatcheries. Legislation relating to the lower Columbia River Fisheries of May 
11, 1988 (52 Stat. 345; 16 U. S. C. 1946 ed., 755), authorized a fish hatchery 
program limited only by an expenditure ‘level. It was supplemented by the 
act of August 8, 1946 (60 Stat. 932; 16 U. S. C. 1946 ed., 756), removing that 
limitation. 

Under this procedure, the Fish and Wildlife Service prepares data on the need 
for hatcheries and presents them to committees of the Congress. 

In some cases, an interested Member of the Congress initiates action toward the 
authorization of a refuge or a hatchery curing consideration by the Congress of 
an appropriation bili for the Department of the Interior. If he is successful, 
the development becomes authorized by incorporation in the appropriation bill 
as finally approved. 

Facilities for protection of fish and wildlife resources included in projects of 
other agencies (viz, the Bureau of Reclamation and the Corps of Engineers) and 
facilities forsthe mitigation of damage to the resources, ordinarily are incorpo- 
rated in the authorizations for such projects. 


National Park Service 


The preceding paragraph applies also to recreational facilities planned by the 
National Park Service in connection with projects of other agencies, 


Bureau of Land Management 


Conservation projects of the Bureau of Land Management (see answer to 
questions 1 and 2), are generally authorized by the Taylor Grazing Act of June 
28, 1934 (48 Stat. 1275; U. S. C. see. 315m) and by the National Soil Conserva- 
tion Act of April 27, 1935 (49 Stat. 163; 16 U. S. C. 590a) as amended. Soil and 
moisture conservation projects are authorized by the Secretary’s Office upon the 
recommendation of the Director of the Bureau of Land Management. Other 
Bureau of Land Management water resources projects are authorized when 
approved by the Director. 


Question No. 5 
What constitutes an authorized project? 


Answer 

As is evident from the answers to the previous questions, no single definition 
or description of an authorized project can be framed which would fit the 
diversity of projects and methods of authorization which occur with respect to 
the programs of the Department of the Interior. Projects range in size and 
complexity from simple, small, water impoundments on the public lands, to huge, 
complex systems of mulftiple-purpose developments, Accordingly, all that can be 
said is that an authorized project of an agency of the Department is one author- 
ized by one of the actions outlined for that agency in the answer to question 4. 


Question No. 6 
What latitude for changes and modifications are considered to rest with the 
Administrator in carrying out the authorized project? é 


Answer 

The authority of the Administrator to make the changes and modifications 
listed below for specific bureaus is limited further by the controls exercised within 
the Department, by the Bureau of the Budget, and by the Congress through the 
budgetary process and the securing of appropriations. 
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Bureau of Reclamation 


The degree of latitude for changes and modifications to projects of the Bureau 
of Reclamation subsequent to authorization for construction varies on individual 
basis, and is usually governed by the terms of the authorizing legislation 

or the Secretary’s finding of feasibility. 

The Commissioner of Reclamation imposed further administrative control in 
1949 when he established a procedure requiring preparation and approval of a 
definite plan report for each project prior to construction. He then approves 
all project programs annually in advance, or by an interim change order pro- 
cedure requiring his approval where any change in the scope of the work is 
involved. The authority of the Commissioner to approve changes or modifications 
is not generally restricted so long as he complies with reclamation law and the 
authorizing legislation. A majority of the projects authorized to date requires 
only that the project be constructed “substantially” in accordance with a report 
setting forth general and over-all objectives rather than specific and detailed 
structural plans. This is necessary in order to accommodate changed conditions 
or more detailed information obtained while the project is under construction. 

In actual practice, however, the Commissioner clears proposed changes and 
modifications with the Secretary, the Bureau of the Budget and the Congress 
through the review of program schedules by those offices during the budget and 
appropriation process, 

Changes or modifications of projects may not be made which exceed the 
feasibility or pay-out requirement of reclamation law, or which depart from the 
general over-all plan or objectives of the authorization. In such cases it is neces- 
sary to seek reauthorization of the project (see answer to question 8). In some 
eases authorizing legislation is restricted so that no major changes may be made 
that have a significant effect on the final project. In other cases, a project may 
be restricted only as to primary objectives and thus changes in engineering plans 
and designs necessary to meet those objectives may be made without higher 
administrative action or legislation. 

The practical effect of reclamation law and special authorizing acts is to 
yest a desirable degrée of latitude in the Commissioner insofar as changes in 
specific engineering plans and designs are concerned but to wholly restrict the 
over-all location and objectives of the project. Each project must be examined 
separately as to specific authority for changes. 


Bureau of Indian Affairs 


Few changes have been made in authorized projects of the Bureau of Indian 
Affairs. Minor modifications in projects may be approved by the Commissioner 
of Indian Affairs. Proposals for major changes require preparation of a revised 
report and approval by the Secretary, the Bureau of the Budget, and the Congress. 


Fish and Wildlife Service 


Within the general objectives of the Migratory Bird Conservation Act, certain 
fish hatchery legislation, and other provisions referred to, which objectives gen- 
erally relate to the development of habitat for wildlife, including fish, there is 
no limitation on the changes or modifications considered necessary by the 
Director. 

National Park Service 


Within limits of the authorizing language, the Director has full latitude for 
making changes in recreational facilities constructed in connection with water 
resource projects. 

Bureau of Land Mangement 


The Director has complete latitude for changes of conservation projects, sub- 


ject of course to limitations of the broad authorizing legislation and budgetary 
limitations. 


Question No, 7 
What administrative official approves such modifications? 


Answer 

The head of each bureau approves changes and modifications in carrying out 
authorized projects, subject to review by the Secretary, when such changes and 
modifications do not require congressional action (see answer to question No. 6). 
Tn some cases the bureau chiefs have delegated authority for approval of changes 
to subordinate officials, both in the field and in the headquarters office. 
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The bureau head determines, in the light of the significance of the change and 
other circumstances, whether to seek review by the Secretary 
Question No. 8 
Under what circumstances is it considered necessary to obtain the approval 
of Congress for modifications in an authorized project? 
Answer 
Bureau of Reclamation 


With respect to those projects of the Bureau of Reclamation which were 
originally authorized by secretarial findings of feasibility, congressional ap- 
proval for modification is required if the change is such that the Secretary 
could not find the project, as modified, feasible under the Reclamation Project 
Act of 1939. If the modification consists of the addition of a new segment 
(technically called a division), or new supplemental works to the project and if 
that division or those works meet the standards of feasibility set down in the 
1939 act, congressional approval is not required 

With respect to those projects which are originally authorized by act of 
Congress, approval by Congress of a change is required if a secretarial finding 
of feasibility cannot be made and if the modification is not within the scope 
of permissible deviation (this depending upon the specificity of the original 
authorizing act and the language used therein) If the modification of a 
project originally authorized by Congress consists of a new supplemental work 
or a new division which can meet the standards of the Reclamation Project Act 
of 1959, a secretarial finding of feasibility is permissible and, if made, further 
action by the Congress is not required. 





Bureau of Indian Affairs 
See answer to question No. 6 
Other Bureaus 


Modifications in the authorized water-resource projects of the other bureaus 
of the Department normally are not of such a character as to require approval 





by the Congress. It should be noted, however, that these project modifications 
are subject to the usual congressional controls involved in the budgetary process | 
and the securing of appropriations 
Question No. 9 

What data are given to the authorizing committee or to the Appropriations 
Committee subsequent to authorization of the project and prior to its completion? 
Answer 

sureau of Reclamation 

The Appropriations Committees of both the House and the Senate are provided 
a complete and detailed report on each active project each year through the 
annual budget process. In addition to extensive oral hearings, this material 
includes complete construction schedules, maps, cost and estimated cost data, 
narrative descriptions and statements as to status of each project, and numerous 
special tables and reports on all activities. 

Except for certain specific projects on which a report to Congress has been 
required by law, no regular or routine reports are made subsequent to authoriza- 
tion to the legislative committees of either the House or the Senate. However, 
progress reports, advice of major changes in progress, and related matters are 
frequently addressed by letter to the committee chairmen and to interested 
members of these committees. Numerous informal meetings have been held in 
the past with these committees at which Reclamation officials presented the 
status of Reclamation activities, and pending legislation provides frequent op 
portunity for the legislative committees to review Reclamation progress i 

sureau of Indian Affairs | 


sureau of Land Management 


Data on water resource projects of these bureaus are also provided annually 
to the Appropriations Committees of the House and Senate during the appropria 
tions hearings. Data similar to those provided by the Bureau of Reclamation 


are furnished by these bureaus though the amount of detail required by the 


committees is somewhat less. 
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IZ 


National Park Service 
Fish and Wildlife Service 


Inasmuch as the majority of the projects of the Fish and Wildlife Service 
and the National Park Service are prosecuted in accordance with broad, genera! 
legislative authorizations, the furnishing of data to congressional committees 
usually occurs only in those instances where Congress is considering specifi 
legislative authority for the construction and development of a project or a 
congressional committee requests specific information. 

Question No. 10 

What nature of public works for flood control, improvement of navigation, 
or development of hydroelectric power are authorized for development by the 
Department without reference to the Public Works Committee? 


Answer 


No public works designed exclusively for flood control or navigation or a 
combination of these purposes are authorized for construction by the Department 
of the Interior In all cases where these functions are part of projects of this 


Department, they are combined with other functions such as irrigation, domestic 
water supply, preservation of fish and wildlife resources, recreational develop 
ment, and others. Projects involving only development of hydroelectric power 
may be authorized by a secretarial finding of feasibility (see answer to question 
No. 4) or by act of Congress. 

Projects of the Department of the Interior requiring congressional authoriza 
tion which involve the purposes stated in the question are ordinarily considered 
by the Interior and Insular Affairs Committees In 
been authorized by inclusion in appropriation acts on motion of interested 
Members of the Congress. 


a few cases, projects have 


Normally, only such projects of the Department as are authorized in flood 


control or rivers and harbors acts are considered by the Public Works Committee 
An exception is the recent proposal of the Department to construct steam 
plants in the Pacific Northwest, which was considered by the Public Works 
Committee as a separate item 


Question Vo. 11 





What reporting procedures are used within the Department and the execu 
tive branch above the level of the truc g bureau in exercising control of 
the authorized programs? 

Answer 

It is ass d that the reporting procedur efer so ru } 
phase of the authorized programs, and do not include the investigation phase 
Reporting procedures on the investigation phases are partially covered in s 
cussion of and exhibits on the intradepartmental and interagency pr lures 
for coordinating investigations. 

Secretarial direction and supervision of the programs of the vy s agencies 
of the Department have been delegated the Under Secretary lt A 


Secretaries as follows: 
Under Secretary 
Bureau of Reclamation 
Bonneville Power Administration 
Southeastern Power Administration 
Southwestern Power Administration 
Assistant Secretary for Public Land Manag: nt: 
Bureau of Land Management 
Fish and Wildlife Service 
National Park Service 
Pureau of Indian Affairs 
Office of Territories 
Assistant Secretary for Mineral Resources: 
Division of Geography 
Division of Oil and Gas 
Bureau of Mines 
Geological Survey 
Defense Minerals Administration 
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VLL 


The Under Secretary and Assistant Secretaries each has a staff division to 
assist him in carrying out his responsibilities. In addition the administrative 
Assistant Secretary exercises the authority of the Secretary on matters of 
budget and finance, personnel, property management, and general administrative 
management. 

The Secretary also has a program staff reporting directly to him to assist in 
the formulation and execution of over-all departmental programs and policies 
on a regional and national basis. 

Further description of organization of the Secretary’s office and the Depart- 
ment as a whole is contained in the Official Organization Handbook of the 
Department which is included as one of the exhibits in answer to question 14, 

Detailed reporting procedures at the departmental level have not been com- 
pletely formalized and vary as between the offices of the Under Secretary and the i 
Assistant Secretaries. In general, much reliance is placed upon frequent con- | 
ferences by members of the secretariat with the bureau chiefs. In some in- 
stances, brief monthly progress reports of agency operations are used, and the 
usefulness of this device is now under study by the Department 





Bureau of Reclamation 


Reporting procedures which are used within the Department to control author 
ized programs of the Bureau of Reclamation are largely fiscal in character. 
A program for improvement of accounting and budget procedures was initiated 
in 1948 with participation by the Office of the Secretary of the Interior, the 
General Accounting Office, the Bureau of the Budget, and the Bureau of Recla 


mation. The purpose of this joint effort was to improve the accounting pro- i 
cedures and provide the means for better reporting and control of the programs 
for the Bureau of Reclamation 

As a result of the program, procedures were developed which resulted in i 
control schedules and financial reporting procedures to reflect monthly progress 
on the features of projects included in the individual control schedules. While } 
many of these procedures are used primarily at the bureau level, they are non- 
theless reporting procedures of the Department, and the data available from 
such reporting procedures are used by the Department, the Bureau of the Budget, 
and the House and Senate Committees on Appropriations in exercising control 
of the authorized programs. 

Each year the budget is prepared through use of the control schedules, includ- 
ind additional detailed supplemental schedules utilized in developing the pro 
gram. Incorporated in the annual submission to the Bureau of the Budget are 
detailed control schedules supporting the estimate for each project. After the 
allowances by the Bureau of the Budget have been made the control schedules 
are adjusted accordingly. The revised schedules form the basis of the program 
which is considered annually by the Congress 

The schedules are again adjusted to conform to the actions taken by the 
Congress. These adjustments are checked by the Department to assure con- 
formance with congressional action The schedules are adjusted twice an 
nually—after the Bureau of the Budget makes its allowances and after the 
Congress has acted and made appropriations available. 

Whenever Congress authorizes program adjustments subsequent to its action, 
the Bureau must submit its proposed changes to the Department for approval 
before they may be effected. 

Fiscal reports are submitted monthly. They indicate status relative to the 
goals incorporated on the control schedules. These reports are made to the 
Commissioner, Bureau of Reclamation, who transmits them to the Secretary’s 
office. The Department has participated in the development of these procedures, 
and the schedules and reports are available to the Secretary's office at all times 
for checking adherence to the program. It is incumbent upon the Bureau of 
Reclamation to call to the attention of the Department any proposed changes 
in program within the scope of congressional authorization relative to program 
adjustments. 

Other Agencies ' 

Although the problems of other agencies in the Department differ in scope 


and complexity from those of the Bureau of Reclamation, similar procedures 
for program control are in effect. 

Improvement in budgeting and reporting procedures for all agencies are under 
continued study by the Department in cooperation with the General Accounting 
Office, the Bureau of the Budget and the agencies concerned. 
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Along with these procedures, submission to the Bureau of the Budget of 
apportionments of funds available is required after appropriations are made 
in accordance with the Antideficiency Act. Also, monthly reports are submitted 
on the status of appropriation accounts. Thus fund control is maintained by 
the Department through the apportionment of appropriations by the approval 
of allotments by budgeted activities. 


Missouri River Basin 


A special reporting procedure exists for the Department-wide program for 
the development of the water and related resources of the Missouri River Basin 
A monthly progress report is prepared for the total Departmental program in the 
basin by the Missouri Basin Field Committee whose chairman is the Secretary’s 
representative in the region. These reports are made available to all of the 
bureaus and to the secretariat of the Department for program control purposes. 


Other Regions 


To some extent, the regional program reports prepared annually by the 
Departmental Field Committees for Alaska, the Pacific Northwest, Colorado 
Great Basin, Southwest, and Missouri River Basin regions, provide a means of 
reporting progress toward achieving objectives and goals established for the 
authorized program. 


Question No. 12 

What additional steps in the authorization procedure would the Department 
suggest being initiated? 
Question No. 13 

What existing steps would the Department recommend being eliminated with 
out loss of necessary and proper control? 


Answer 

Answers to these questions are currently being considered by a Departmental 
task force appointed to analyze the report of the President’s Water Resources 
Policy Commission. That report contained several recommendations related to 
these questions. At the present time, the task force is working with other 
Federal agencies, under the sponsorship of the Bureau of the Budget, in a joint 
study of the Commission's report. 

The Department has not yet adopted a position with respect to these ques 
tions; such a position will be determined after the conclusion of the analyses 
and studies noted above, 


Question No. 14 

Provide a copy of any generalized policy and procedural instructions for the 
conduct of surveys and for the development of water resource improvement and 
conservation projects 
Answer 

There are being transmitted with this submittal copies of manuals and instruc 
tions on policy and procedure relating to the conduct of surveys issued by the 
following bureaus: 


Department of the Interior: Official Organization Handbook, Department of 
the Interior 
Bureau of Reclamation: Reclammation Manual, volumes III and VII 


Bureau of Indian Affairs: Bureau of Indian Affairs Manual, volume V, part VI, 
chapters 4,5, 6 and 7. 
Fish and Wildlife Service: 
(1) Instruction No. 1311 on selection of Refuge Areas 
(2) General Information on the Conduct of River Basin Studies 
National Park Service: 
(1) Instructions of June 5, 1947, governing preparation of reports ae 
Bureau of Reclamation and Corps of kngineers reservoir sites 
(2) Memorandum of July 21, 1947, on departmental policy on recreation site 
at reservoirs of the Bureau of Reclamation. 
(3) Memorandum of April 20, 1948, supplementing (2) above 
(4) Departmental Order No. 2618 of February 21, 1951, relating to water 
reseource investigations in national part, momuments, wildlife refuges 


and wilderness areas, 
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(5) Policy statement on archaeological salvage and the preservation of 
historie remains. 
Bureau of Land Management: Definitions of activities and practices, soil and 
moisture conservation program, Department of the Interior 
Other pertinent policy and procedual instructions, relating to coordination of 
planning reports, are contained in a document entitled “Policies and Procedures 
for Distribution and Coordination of Reports by Age es Represented on the 


Federal Inter-Agency River Basin Committee, Re ed April 1951.” The Depart 
ment of the Interior, as a member of the Federal Inter-Agen Committee, 
adheres closely to these policies and procedure \ copy of this document is also 


transmitted with this submittal 
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letter 
the Honorable A 


int 


Supplementing the Department’s of November 19, 1951, transmitting 
information furnished by O. Stanley, Chairman, United States 
Section, International J: United and Canada, there is 
now enclosed a copy of a letter dated November 16, 1951, from the Honorable L 
M. Lawson, United States and Mexico, which contains the information sought by 
questions Nos, 1 through 10 and question No. 14 set forth i! 
to your letter under reference insofar as they concern the Int 
ary and Water Comm nited States and Mexico 

With respect ft Nos. 11 through 13, so far as they « 


Commission, States 


one of the enclosures 


ernat Bound- 


onal 
ssion, | 
questions 


oncern the 


t nbiona baum ry nd Water Commission he Depa ment pleased to 
nitorm you as ) Ws 
Ouestion i] 

What reporting procedut re used within the Department and the executive 
branch above the evel of the constructing bureau in exe y mtrol of the 
tuthorized programs ? 

The I nited States Commissioner submits f ( eports I I Copies thereof 
are transmitted to the Bureau of the Budget In the event of any apparent 
digression from @¢he approved policy or from the purpose of any appropriation, 
nstructions could and would be issued by this Department to tl United States 
Commissioner 

Article 25 of the water treaty of 1044 require hat ce ns ot the Commission 
shall be recorded in the form of minutes and that copies thereof shall be for- 
warded to each Government within 3 days after being signed Except where the 
specific approva Ss required Dy al visit t the treaty f one of the Govern 
ments fails to communicate the Commission it pproval or disapproval of a 
decision within 30 days from date of the minute in which it shall have been 
pronounced, the mit ‘ question ind the deci n wl h it ntains shall be 
considered to be app “1 | that Governme! rhe Commis n is required by 
the treaty to execute | ce Ol f t are ippre ved by the two Governments. 
Kither through cond nal pproval or disapprova f utes, this De- 

tment ‘ ed f aintain strict control « ! nsty nm programs 
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f rr as to functions and ju diction of agencies of the United States in relation 
to the Colorado ¢ rijuana Rivers and the Rio Grande below Fort Quitman 
Tex., under the ater treaty signed at Washington February 38, 1944 (dated 


February 14, 1945 nd a copy of a letter dated October 25, 
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retary Byrnes to the United States Commissioner, with memorandum from 
the President dated October 3, 1945, both of which are referred to by the United 
States Commissioner in connection with question No. 14. 


Sincerely yours, 


tNATIONA ,OUNDARY AND WATER COMMISSION, 
UNITED STATES AND MEXICO 
UNITED S 3 SECT! 
0 i 
cK PATE, Esq 
Deputy Le gal {dviser. 
Department Of Ntate 
Washington, D. C 
LybAR Mr. TA Reference is made to your letter dated O 26, 1951, ins 
mitting copies of a letter dated October 20, 1951, and other ! i 
Chairman Robert LE. Jones, Jr., of tl Subcommittee to S ‘ Work lt 
cordance with your request, I am pleased to furnish the f W st ~ 
or possible assistance to the Departime t il il ering the six pic ! u 
ted by the subcouimittee relating 1 his ¢ l on 
Question No. 1 
What commissions or agencies of the Depart: t rry 
related to domestic flood control and river improvement for navig n 
You w 0 uurse, Want to include I rhation I lar nd Water 
Commission, United States and Mexic n the Department ! ib 


committee. 


Out stion 


What is the nature of such work undert by the Dey 
Such work undertaken through this ¢ ssion is mite 
problems of an international nature and reg i joir e two 
Governments Since there is no comme al navigation o7 
importance of the international streams within the ¢ 
ione oO e Commis ns work is directly re ted to navig 
The Commission’s tlood-cont: rk consists of the llow 
(a) Col R ° 1) St s, investig nd the p 
tbrmis et a ‘ l ‘ stru I 
hance y ! respect ( 
TKS oO | ( ( id R ‘ ! ee ‘ i ‘ ( 
f nia, } . oO art e135 of e water ! l > 
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pron e l ISSTOn 1 col ! a ® Dbureda 

ten lila l nd the co 0 il¢ KS e | ‘ More S ni 
aim is being | ne by the Mexican G r? 

b) Rio Grand 

lL) Develoy t of the Rio Grande inte nal dams led 
for DY article o the witel reary, oe if th principal purposes « wl ! Oo 
provide additional flood control 

~) Studies, investigations, and preparation of plans for submission to the 
two Governments for ftlood-control works, other than those referred to i1 
» of the treaty, on the Rio Grande between Fort Quitman and the Gulf of 
Mexico, and the later construction, through the respective sections of the Com 


orks as may be approved by the 


article G of the treaty, is in the studies and investigations stage 


two Governments 
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(3) Development of the lower Rio Grande flood-contt project, pursuant to 
special agreement between the two Governments by exchange of notes in 1932 
This project is now substantially completed except for the construction of a 
joint tlood-diversion dam which is under consideration by the t nents 
The pr ect te! to stabil e tl in hationa b ind y and ’ ff d sub 
stantial flood-contr« benefits t } hly develope nds 01 side f the 
lows Rio Grande Valley Upon completion of I ect and Falcon Dam of 
tl Rio Gra l ntetr Ol a 3s pl ect ( Those f OI 
} ] It (; le I f } i ! ( ‘ OV 
err ’ their resn e > of ft ( mis . nt to the 
hrnary 1. 19223. eons of Gra. vi ! 
] Dex () n ¢ | eted 
t I i 1 | ad ¢ fe ( idad 
é f pr e] l flood-protectiot 
¢ t t 
h . id I | ) I m 
! r Gove ‘ S rdin ’ l I tion b 
ee! W l f wate ( he ‘I RR : nd ] 3 
‘ f ursuant ft ( \ as | 
) A tie I | f ed 1952 pur nt 
PTween the tw (; ry é t lood protectior 
l ‘ s Nag \ Nog I project was 
( n 1 { rel ! eC] tal co! 
l ti | r - of a 1 fl d 
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ns f ( < 1 \ ? to ¢ 4 nd 24 of ! wt eT re TV 0 
‘- ) ‘ | ~ eTy GOV nme! ‘ I I I nd equitable 
/ na l wa s of Sar ( | t I f the Colo 
R The ernational fn on t ’ ( ssion’s studies i 
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a) fion No 

Eo are surveys for water resources deve opment and ( ( n projects 
‘ the Department i ited In connection wit] he re ! question 

dt ited questi follo ns t is desired that if procedure by he various 
‘ mis I are 1 kedly different, the answers the t be grouped 
! I ssion so that a proper sequence will be obtair 

We assume that this question relates to “how” in the senss ff authorization, 
rather than t mil e technique 

Practically all st r stigations, and surve concerning water resources 
developme! ind conservation proje of the Inter onal Boundary a Tater 
(Comn on, | ted States and Mexico, are initiate under specifi rticles of 
the Water Treaty of 1944 follows 

a) A cle ¢ The Commission shall study n t ite nd prepare plat 

flood-control works, where and when necessar other than those referred 
to in article 5 of this treaty, on the Rio Grande (Rio Brayo) from Fort Quitman, 
lex to the Gulf of Mexico.” 

(Dd irticle 7 The Commission shall stud i prepare plans 
for plants for generating hvdroelectrie energy wl sible to con 

ruct at the internatio1 storage dams on the Rio avo) 

(c) Article 12 (a). . Regardless of in Mexican] 
diversion structure is located, there shall simultaneously be constructed such i 
levees, interior drainage lities, and other works, or improvements to existing 
vorks, as in the opinion of the Commission shall he necessary to protect lands i 
within the United States ALANS damage from such floods ind seepage as ; 


rn ht result from the construction, operation, and n { ‘ f tl divers 
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tructure. These protective works shall be constructed 


ained at the expense of Mexico DY the ré pective S 


r under their supervision, each within the territory of its 
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Oueation No. 5 
How are water conservation and de velopme nt pre jects 
Kach water conservation j 


¢ 


United States and Mexico, is specifically authorized by an « 


reement between the United States and Mexico. The 
the United States section having a direct bearing on pro 
tional waters—the Rio Grande canalization project and 


re specifically authorized in advance by ac f the Cor 


935, 49 Stat. 961, and act of June 4, 1936, 49 Stat. 1463). 
Our stion No. 5 

What constitutes an authorized project? 

An authorized project. insofar as the United States s 
ional Boundary and Water Commission, United States 
erned, is a project whicl 
pecific act or is set forth as an existing treaty obligation 


Ist Cong.). the Congress sets forth in precise detail the 


Secretary of State, acting through the United States Comm 
! ng out the obligations existing under treaties with Mex 


ters carried ¢ t by the International fjoundarvy and 
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Questions Nos. 6 and 7 

What latitude for changes and modifications are considered to rest with the 
administrator in carrying out the authorized projects? 

What administrative official approves such modifications? 

Latitude for changes and modifications that would affect the basic concept 
or purpose of a treaty-authorized project does not exist, except by mutual agree 
ment of the Governments of the United States and Mexico When a treaty 








project is involved, and no provision is made for modification at lower than the 
Government-to-Government level, changes can be effected ¢ y after Presidential 
ipproval, by and with the advice and consent of the Senate 
Changes and mod ations that involve matter f engineering, design, con 
struction, or other technical questions are effected by mutual agreement entered 
nto | he Comn sioners subwvect, in most ises . the roval of the two 
Governments, expressed by or through the Seere fs ‘ he United States 
and the Minister of Foreign Relations of Me 
fe) / No. & 
tL} hal ul star s Ss it ¢ dered ( the | ( il 
Congress for mod itior tuthorized p 
When an authorized p ‘ epresents a bligatic f th 
[ iied ts i ( pe nh purpose 1 W ‘ Ire would 
constitute I stay which the appr ( ‘ ‘ | d 
Mod I S that involve ! I f i i 
en ( ng gl other tec] l t 1 e con 
gressional approva 
Question No. 9 
Wha data are give ¢ it! I vy ( ne appropriations 
i ! iftee —Lifls qu I | t ‘ tii} a ) 
Each year, full reports are furnished the sub« ttees he Committees o7 
Appropriations of both the House and Senate (Departments of State, Justice 
nd Commerce ) Chest por I 1cle 
[dire t res] e officia I . : 
|’ o ! I 
(‘ost data repe 
+) Contra S ¢ Ings reports 
) Financial repe ind budget es ite 
oO 4 \ 
\\ ! ! Ee? rks for flooe I g I 
if Pp ( electric power d 9 ndat ters ire 
authorized é p nt he De] I I 
Works Commi 
I hould be obse t 
1) All programs, projects, and activities of the 1 ted States Section of the 
International Boundary and Water Commission, United States and Mexico, are 
mited »activithe ! ing international chara 
Che Commi on is an international } he oO { loners are re 
sponsible respect ( to the Secretary of NState of he United States and the 
Minister of Foreign Relations of Mexico. 
(c) The Department of State and the Department of the Interior, recognizing 
their respective responsibilities in relation to pub works affect 
waters, entered into a memorandum of understanding, dated ] uary 14, 1945 
This agreement was approved by the President on June 18, 1945 
The above three points are cited to indicate that the work of the Department 
f State, through the United States Section of the Comn ion, iS International 
in nature; consequently, authorization of projects of public works for flood con 
trol, improvement of navigation, or developm« nt f hydro ric power af 
fecting boundary waters has not been considered to fall wit mn the ime cate 
yory as similar projects involving purely domestic considerations or agencies 
Therefore, in view of the international character of these works, relations with 





Congress have always been by and through the Foreign Relations Committee of 
the Senate, the Foreign Affairs Committee of the House, and/or (\ppro- 


priations Committees of the two branches of Congress 
You will undoubtedly wish to revise this language to accommodate the De 
partment’s answer relative to similar or related works performed by or through 


other commissions or agencies. 
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Question No. 11 

What reporting procedures are used within the Department and the executive 
branch above the level of the constructing bureau in exercising control of the 
authorized programs? 

This would appear to be a question for answer by the De partment 


Questions Nos, 12 and 13 


What additional steps in the authorization procedure \ 1 the Department 
suggest being initiated? 

What existing steps would the Department recommend be ¢ minated without 
oss of necessary and proper control? 

The Department will wish, of course, to give consideration to anv possil 


ver-all need for instituting additional steps in the authorization procedure and 
he possibility of eliminating any existing steps without ss of prope! 
We have no recommendations to make relative to either quest 


We should like to observe, however, that present authorization procedu nd 








controls are entirely satisfactory from our standpoint The water treaty of 

1)44, other existing treaties and agreements, and the various specif ere 
onal acts set forth the intent of Congress in giving its px ey appr il to the 
nt public works program with Mexico on the international boundary Als 

u | request for funds, with review by the Bureau of the Budget. pri les 
the medium for consistent and Systematic examination of our programs 1 
iInderstanding 1) of the Senate resolution of ratification of the t eaty of 1944 
specifically provides in part: ‘That no commitment for works to be built by the 
United States in whole or in part at its expense, or for expenditures ry the 
United States, other than those specifically provided fi n the treaty, sl ! 
made by the Secretary of State of the United States, the Commissioner of the 
United States section of the International Boundary and Water Commission. the 
United States section of said Commissior ny other oflicer or em] ver ‘ 
United States, without prior approval of the Congress of the United States 
0; Vi 

1) i of Vf lized p nd p a : ‘ 

mauct rs evs n for the devel pment t wate re ¢ ‘ 
onservatiol pr }t ts 

The Depart ent may wis » tran it to the sub ‘ 

lowll cho nie 

(a) Memorandum of understanding as to functions a 

the l'nited States n relatior t. the €'¢ ndo nd 7 4 é 
Rio Grande below Fort Quitman, Tex., under water ty Signed at W i 
February 38, 1944 (dated February 14, 1945). 

b) Letter dated October 25, 1945, from Secretar VII he | ed 
States Com oner, With memorandum from the | side lated © el 
1945 

These do hts pre vide general poucy al d proceaura li ‘ Lor ie 
l rie nh carrying out the provisions of the wate! ! f 1944 
We hone the information furnished will be of ussista! e De} 
I we cunt assistance In any other manner, pie I 
ife f u will kindly furnish me with a copy ol Ly 
mix he mi tec 
Since vy vou 
L. M. I N, ¢ 
OcTO 95, 1945 
Che Honorable L. M. LAWSON 
1mme? an Co ” ssioner, Internat 1] Bounda 
] is es and Me O,f Paso, 7 
My Dear Mr. LAwson: Enclosed for your information and guidance py 
fa memorandum dated October 3, 1945, from the President, regard tain 
rinciples which are to govern the cooperation between the United States Set 
7 f the International Boundary and Water Commission and othe igencies 
this Government in construction and other activities a funct s unde! 


< Tif i 
the water treaty with Mexico, signed on February 5, 1944, and the proto 
thereto, signed on November 14, 1944. ‘This treaty has now been approve 
the Mexican Senate and is expected to enter into forces n the near future 


the exchange « ratincations 








It will be noted that the President’s memorandu wl pro es lor my 


issuance to the United States Commissioner of instructio ! ed on the prin 
ciples set forth therein, does not contemplate any diminution « his Depart 
ment’s or the Commissioner’s responsibility or authority under the treaty and the 
protocol In connection with the instructions te t herein and 
such additional instructions as may become necessa! rom til to time, the 
Department desires that it be borne in mind that the treaty is an international 





of the two Gover nd tl I ll quest ( I I I ire 
a ne n ¢ M 1 the tre ! Vie ~ re er (; 
ernnit must | equa eight I r I 

ele inderst om } 

he ist f tu I I ad ( ind 
re ( United - ! J 

treat 

al I ] | I I 

ol D Di ( ‘ 7 ( 

tl e which have bet é ‘ 

( Dena f or] | 

pro s of th ‘ i 
thy¢ 1) TY) ft lent Ty na , I 
diss nd e witl } ™ ! 
i I 

(1 he tre } nd 

! I st n al \ t te 

pate in the f l f \ f he 

t! t If. togeth vit} ‘ ‘ ’ } } nder 

i i) ich work u i I } , 
0 ale Die t © é ‘ ! 
f at he rv for in \ rR | 
I e tnis tte ( 
Den ¢ } ‘ SOT 
0 ( Ss ! 

”) As soon as tl treaty e1 nto fo ! ns 
| a j { 1) f ! f e ( 
mission. vou ar nstru ad te nde! K n I » 
tion of the Con on, fl é tions o 
and constructior f tl erna nal ks r t 
functions authorized e treaty 

>) In the design of the mult e-purpose er ( nd 1 VOil he 
Rio Grande and, whet I ) if othe e! 
projects ou W the services of tl ( n 4 ie Bu 
Reclamation, and such other Government agencies as may have adequate organi- 
zations or facilities f the purpose, to s extent iv be f : é ! ter 
with our international obligations and the nece { r « ete ¢ ™ 
With the Mexican Section of the Commissior Su services e Dp ir 
under he rr is rn oft s iC 601 o the ] ? \ © th +} 
agencies concerned 

{) You w cooperate with the Bureau of Re tion } SUD] e wate 
from the Internationa rage rese! rs i ( { ition by ti gency sucl 
projects as may be under its jurisdiction, within the allocated share of tl 
United States and within the legally established appropriative water rights of 
any such project; and, subject to the same limit: ns, where no such Bureau of 
Reclamation project exists, you will cooperate with o 
cles or officers, Federal, state, or iocal, by supplying 


pal, agricultural, industrial, and other authorized 
additional legislation, either Federal or State, m 
connection with the disposition of any water made av: 
for consumptive use, as the 


dams, you are requested to co 





It of the construction of thes internationa 





laborate with the Bureau of Reclamation and all 
other interested agencies in the preparation of such legislation 

(5) You are requested to consult freely with the Bureau of Reclamation in 
any future inves toward the genera 


the Rio Grande international dams, in the preparation of plans the yr, and 





icrat ' ] lr; 
igations looking 


with respect to the internal distribution of such power. You are requested also 
to collaborate with the Bureau in the preparation and presentation of any nece 
iry Federal legisla to enable that agency to dispose of such power I 
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the share of the United States, and such surplus power within the share of 
Mexico as that country may wish to market in the United States, in agreement 
with the principles laid down by the Congress in the Flood Control Act of 1944. 

Cooperation and consultation with the Bureau of Reclamation, including 
where feasible the utilization of the services of that agency, will be governed by, 
and consistent with, the provisions of the memorandum of understanding be- 
tween the Department of State and the Department of the Interior, approved 
by the President on June 18, 1945. 

As stated above, it must be borne in mind that the successful discharge of 


treaty functions, particularly in connection with the joint construction and opera- 


tion of international works, will require continuing collaboration and coopera- 
tion with the Mexican Section of the Commission, and that, accordingly, full 





control over the work allocated to the United States and responsibility therefore 
must be retained in the United States Section of the Commission, functioning 
under the supervision of this Department so far as general policy is concerned. 
lt should be le od, of course, that the control of diversions from the Rio 
Grande of w located to e United States is 0 ( yw 
province of the United States Section, and that the generation of power the 
ternational plants is one solely within the province of the Commission, s 
’ h case to the terms of the treaty and the proto O é ! 
tribution of such water and power, ithin ire of e | 
States, and of such surplus power within the share of Me, 
iv wis! ) 7 tinthel te Ss s,isa er] e! hit lic- 
yn of e appro} te internal agencies, Federal, S$ ( 
In ¢: hg ul he treaty provis Su ! } oe | COONET ng 
with the her agencies of the United States e guide | ng 
instructions l ic] addi nal instr eD t f1 1e 
») time commun te to you 
Sino \ rs 
J 3; F. By 
CHE WHI Il] 
WW 
Memorand for e Secre VY or Ss f 
Subject: Construction activities of I I ( I , 
I ed States and Mexic: 
As : W ( \ twe I I 1S 3 ! ‘ ) 
he disposition and control of the bound ers t f 
pril 1s. 7 ! " ng 7 lex (; ( S 
e treaty b mes firm, the United States § n, Ir Bou! ry Com- 
mission, | 1 Ss es d M W e autl Zed f 
certa I l tru ( Pp ects 1 l Seve a L H 
Rio G l ) ‘ h " l sity ! 
\ ll be « e tor the Stl ( ol se p ) ( ( ( \ 
nh pri S he i j \ t 
oO! I £ ] l ( S Ww re new ( I ) ( 
nissio We a dy ha n the Fede Governine g eX 
perienced i well equipped in this parti¢ r fiel it is my desire, t e, 
that in the inte ts of economy and efficiency the United States ¢ . 
of the International Boundary Commission, while retaining f s] ty 
for the work involved, make the maximum feasible use of these existing cies 
in accordance with section 601 of the Economy Act 
The question of distribution and sale of the United States share of the ters 
ind incidental electric power is not, of course, covered in det: in the treaty 
The Bureau of Reclamation has for the past 40 years been distributing wat 
from Federal reclamation projects in accordance with reclamatior y rhe 
Flood Control Act, approved December 22, 1944, extended sdiction f 
Bureau end of reclamation law to apply to water made available f tio 
purposes as a byproduct of flood-control projects and designated the Secret if 
the Interior as the responsible officer of Government to dispose of « ess hydre 
electric power. The Bureau of Reclamation is now operating a project for the 
distribution of the irrigation water in the valley of the Rio Grande. It would 
seem proper, therefore, that the distribution of any water available to the United 
States for consumptive use as a result of construction of these ternationa 
dams be the responsibility of the Bureau of Reclamation in general a rdance 


with the principles of reclamation law. 
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While immediate development, distribution, and sale of hydroelectric power 
at the Rio Grande international dams is not imminent, and this subject is only 
touched upon in the agreement between the Department of State and Depart- 
ment of the Interior which I approved on June 18, 1945, I feel that any projected 
or proposed investigations for that purpose should also follow the principles laid 
down by Congress in the Flood Control Act of 1944 to the end that surplus 
energy would be disposed of by the Secretary of the Interior. 

I would appreciate your issuing to the Commissioner, United States Section, 
International Boundary Commission, United States and Mexico, such instruc 
tions as are necessary in the light of this memorandum. 

Harry TRUMAN. 


(Whereupon, at 11:25 a. m., the subcommittee adjourned until 10 
a.m. the following day, Thursday, May 8, 1952.) 
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WEDNESDAY, MAY 14, 1952 


House or REPRESENTATIVES, COMMITTEE ON PusBLIC WorKs., 
SPECIAL SUBCOMMITTEE To Strupy Crvm Works, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10:05 a. m., in 
room L302, New House Office Building, Hon. Robert rs. Jones, Jr.. 
presiding; Charles D. Curran, staff director. 

Mr. Jones. The committee will come to order. 

We have this morning the representatives of the Engineers Joint 
Council, Dr. R. D. Hoak, senior fellow of the Mellon Institute of 
Industrial Research at Pittsburgh; Mr. F. W. Scheienhelm, consulting 
hydraulic engineer of New York City; and Mr. E. B. Whitman of 
Whitman, Requardt & Associates, engineers, of Baltimore, Md. 

We are delighted to have you gentlemen this morning, and you may 
proceed in any fashion most convenient to you. 


STATEMENTS OF DR. R. D. HOAK, MELLON INSTITUTE OF INDUS- 
TRIAL RESEARCH, PITTSBURGH, PA., CHAIRMAN OF HEARINGS 
COMMITTEE OF ENGINEERS JOINT COUNCIL; F. W. SCHEIDEN- 
HELM, CONSULTING HYDRAULIC ENGINEER, NEW YORK, N. Y.; 
AND E. B. WHITMAN, OF WHITMAN, REQUARDT & ASSOCIATES, 
ENGINEERS, BALTIMORE, MD. 


Dr. Hoax. Thank you you, Mr. Chairman. My name is Hoak. 1 
am a senior fellow at the Mellon Institute of Industrial Research. ] 
have been a member of the Engineers Joint Council Panel on National 
Water Policy since its inception, and I am chairman of its hearings 
committee, that committee having the function of providing witnesses 
when requested for such conferences or hearings at this. 

Colonel Scheidenhelm, who is a consulting engineer of New York, 
has been a chairman of the task committee No. V, and he is a member of 
the committee LX, which reported on the principles of general applhi- 
cability. He is also chairman of the cost-allocation committee for 
multiple-purpose water projects of the American Society of Civil 
Engineers. 

Mr. Whitman is a consulting engineer of Baltimore and is a member 
of the committee on principles of general applicability. He has been 
chairman of the Public Service Commission of Maryland and chair- 
man of the Maryland State Roads Commission, and is a past president 
of the American Society of Civil Engineers as well as past president 
of the American Institute of Consulting Engineers. 








536 STUDY OF CIVIL WORKS 


We have not asked any representatives from the West to come here 
this morning because it 1s our understanding that the committee does 
not have any intention of going very deeply into matters involving 
irrigation and related projects. Under those circumstances we thought 
it well to keep the travel expenses down, if we could. 

I would like to ask the chairman what his wishes are. Would there 
be any need for reading this document or high lights from it, or would 
it be preferable to take what time we have for questions ¢ 

Mr. Jonrs. I think it would be to your advantage and to ours, too, 
if you would high light it and point out to the members of the com 
mittee the most pertinent points which you want to stress. I think 
that would be far better, Dr. Hoak, and that will predicate the answers 
that w come afterward. 

Mr. Donprro. You always leave a better impression on the com- 
you keep away from reading 
Mr JONES. Without « biection. the statement w ill be nserted in the 


mittee if \ 


record and then vou can proceed to high yen the most important 
1) { 
The statement of the Engineers Joint Council is as follows :) 
STATEM r SusMITrep IN [ LF oF ENGINEERS Jornt CouNcti Berore Hovs 
COMMITTEE ON P' c Ww 3, SpecraL SuncomM™M El » Stupy Civit WorKsS 
. ) I \ 2 Y STUDY O}F N Ss JOr COUNCII 
The develonment ar neration of water projects, in their physical aspect, and 
to sider: ent with regard ECO! engineering mat 
rer and rhe ¢ rrvine It ¢ f wt} ervice rel esont I ter I rt f the profes 
engines neg k of he mntry In cor juence, many mie bers of the 
ring prot m are technically skilled in the fie of water projects, and 
t i I ¢ n é inee¢ epre I } ich has the ] 

‘ 1 IM ( \ r re UT s 
| { } 7] ns withont soc ] neri ‘ 
Engineers Joint Cou 1 (EJC) is an orgar ( i Te a clearinghouse for 

‘ e natiol 2 Sé s Amel 
f ¢ | \1 S M dM rigical En 
~ | \ T ! Eile 
en r j m n Inst te of (he | © The combined 
r l 130.000 
4 ? y ive b 
t ( 7 th ! £4 
rressiona uld 
tT 
| 19. the Presid 1 W r Re rcees 
P ( I n was designated, and at eq I eers Joint Council 
| perre me TO50 ented tft ( ‘ ipl 
Stat t of Desirable Policy With Respect to the ¢ n, Dev ment, 
dts Na al Wate Ive ine 
J the n 1 of that s t ‘ t there w é | 7 rv sery 
ices e 7 1 exp l , eX 
( n the wa r-res ree eve nN 
rl ! nel « he unde | equat ( . I I ll 
the Ini } Nfs Tn ft ne ¢ ‘ h Pp 
we mghout the tie f « sultis el ering pra e, State and 
municipal service, university and other institutional ganizations d industry 
No ¢ ‘ ’ ivelv eng ed under the Fede I wer ed ted to 
serve. hut experience within the Federal services is well represented, since about 
one-third of the committee membership has, at some time, had actual experience 
in the civil fu t107 f the ¢ orps of Engineers he B en f Reclamation, ett 
The work was divided among eight task committees, covering the eight major 
functional fields of water resources dey ‘lopme nt nd u 1 mimitte i ] 


omie principles—in practical effect a ninth task committee; and a coordinat- 
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ng committee, responsible for reconciling the tax committee reports and for 
the preparation of a summarized report 

The individual engineers bought to this voluntary work a distinctly objective 
approach. The several committees proceeded to their tasks with expedition 
and enthusiasm. Their work was carried on both by correspondence and by 
meetings in geographical centers of the country. It is significant that within 
the respective task committees there developed unanimous agreement upon 
basic principles—this despite the fact that the indviduals represented a wide 
scope and in many cases a great divergence of personal interest and experience 

During the first half of 1951, after review of the report of the President's 
temporary Commission, the nine EJC task committees and the coordinating com 
mittee reviewed, reedited and, where found desirable, revised their June 1950 
statements 

The results of that revision were printed under date of July 1951 under the 
title “Principles of a Sound National Water Policy.” Following a general state 
ment, that publication contains the reports and recommendations of the nine 
task committees, set forth in appendices numbered and designated as follows 

I. Domestic and Industrial Water Supply and Pollution 
Il. Flood Control, Including Water-flow Retardation 
Ill. Navigation and Inland Water Transportatior 
IV. Irrigation 
V. Hydroelectric Power 
VI. Recreation, Fish, and Wildlife 
VII. Basic Water-Resources Information 
VIIL. Land Drainage 
IX. Policies of General Applicability 

Copies of that publication were transmitted to each member of Congress ir 
October 1951. 

It is understood that your committee is, at least for the present, limiting its 
consideration to procedures and criteria pertaining to water-resources develop 
ment by the Federal Government, particularly as such falls within the jurisdiction 
of the House Public Works Committee. Consequently, this statement will not 
dwell upon what in the E.JC report is set forth as a sound principle which should 
be controlling; namely, that, in water-resources development, State and local 
responsibility should, to the maximum extent feasible, be preeminent and be 
consciously and effectively nurtured and extended in water project programing, 
execution, and financing 

The remainder of this statement is comprised essentially of excerpts from tl 
full EJC report, arranged according to those subjects which are understood to 
be of particular interest to your committee at the present time. For further 
details, the members of the committee are referred to the full repo 
RECOMMENDATIONS OF EJC UPON SPECIFIC SUBJECTS 


4 Economic justification 

1. General.—The Federal Government should not undertake any water devel 
opment which is not economically justifiable in the sense of being financia 
justifiable., For determining such justification, there should be established 
criteria which are applicable to all functions of such development and t l 
Federal agencies concerned. Reappraisals of such development should be mi 
from time to time, treating separately and realistically the benefits and the 
costs—by components where the development is multipurpose 

In general, the participation of the Federal Governmnet in water developmen 
should be in the role of a trustee responsible for the most efficient and equitable 
ise of the taxes which have been collected. It follows that the pertinent expendi- 
tures, whether or not to be reimbursable, should be such as will result in the 
createst benefit to the whole citizenry as taxpayers. As to nonreimbursable ex 
penditures, they are justifiable only if they are truly for the general benefit 

The latter consideration and as well the fact that there is competition between 
possible objects of use for the limited amount of Federal money which is avail 
able require determination not merely of what is good but of what is best when 
comparison is made among the benefits which could be derived for the Natio 
from the expenditure of like sums anywhere else and for any proper purpose 
Vhatsoever. Only such portions of the total cost of a proposed Federal water de 
elopment as will actually be repaid with interest by the beneficiaries can reaso1 


ably be excluded from the test. 
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In any case, however, water developments as a whole and, where multipurpose, 
each component thereof, should be appraised by means of the ratio benefits to 
cost. 

Reappraisals of Federal water developments should be made from time to 
time. Particularly should this be true prior to the completion of a substantial 
amount of construction. Reappraisal should take place immediately preceding 
any proposed authorization of such a development and any proposed appropria 
tion therefor 

It is recognized that, where there are involved specific needs of national de- 
ense, the normally applicable criteria of economic justification may not always 
reasonably apply However, a mere general claim of contribution to national 
defense or to strengthening of the national economy hould not be treated 
as constituting adequate justification of a project even as affording part of the 
tangible benefits required for economic justificatio By “tangible” is meant 
‘expressible in terms of money.’’) 


{ 


~. benefits In the appraisal of a water resources development and its com- 
ponent functions (if the development be multipurpose), the benefits should be 
expressed in average annual monetary terms For the purpose f determin 
ne economic justification, the benefits to be taken into account for any given 
function ist not exceed the alternative expenditure for the accomplishment 
f funet i. The alternative expenditure is the ve ge annual cost of the 
east expensive of the reasonably available, physically feasible, alternative means 

he aecomplishment solely of that function 

The benefits to be considered should be net benefits. \ , the total of he net 
nnoual neome and ther tangible benefits minus all costs incurred by the 
beneficiaries (as distinguished from the Federal Government) in attaining 
those benefits and, further, minus all disadvantages or injurious, but tangible, 
esults of the development or due to the given component, as the case may be 

In determining benefits and detrimental results, there should in general be 
aken into account only those benefits or detriments which w accrue to contem 
poraries of the project Benefits and detriments should be treated alike, i. e., 
the determination thereof should go no furthet eld with regard to the one 
than with regard to the other 

Tangible benefits should be determined in net, not g¢ Ss, amount All 
effects upon taxes, whether to increase or decrease el hould be considered, 
ilso any uncompensated damage or depreciation it if ie resulting to 
othe. property Similarly rea onably prospect | t tangible lateral gains 
r income lk s realizable rentals for agricultur purpose f i areas ot 
torace rese ed r thor ontrol, should be take ! 

I) ib benefits or detrime! should not | nsidere determining 

DI Tri just ficatior They a however, ( ( I dered ] ho nS etween 

se justifiable multipurpose projects 
As to alternative expenditure, constituting a ce g on benefits, vdro 

ectt power probably affords the clearest exal a1 irly is this true 
where the source alternative to hydroelectric powe1 steam-electric powel For 
more details, see the E.JC full report, page 123 

3. Required margin of benefits over cost In order that Federal water resources 
levelopments ma qualify as being economicall istific the ratio of tangible 
henelits to cost, each on an annual basis, should not be less than 4 to 3 (1.33) 
when based upon deterinination of benefits and cost in accordance with the 
EJC recommendations. In cases where the factors entering into the ratio can 
not be estimated closely or where they may not be realized for a long or an 
indefinite period in the future, the corresponding ratio should not be less than 


ztol (2.0) Depending upon the relative probabilities of realizing within a 
reasonable period the benefit and costs involves the requirements, as to the 
ratio, may appropriately be intermediate between 4 to 3 and 2 to 1 

It should be borne in mind that unless there net gnin, in benefits as com 
pared vith eost, the result of a iven water resour deve pment ll not he 
n increase in the national wealth This consideration in itse calls for a 
substantial margil 

In any case, developments which are so greatly dependent upon estimates, of 
benefits and costs, should contain ample allowance for errors in those estimates, 


In respect of costs, the h 





istory of Federal projects of this kind affords ample 
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evidence that such estimates are subject to error, preponderantly on the side of 
underestimating. 

In varying degree all citizens pay Federal taxes, by means of which such de- 
velopments will largely be built. They are entitled to a substantial margin as 
some degree of compensation for their participation in such developments, as 
compared with what they might do with the taxes saved were such developments 
not to be made. 

If, at any time following authorization of a project but prior to or duri: 
the time when a substantial appropriation for construction is under considera- 

on by Congress, the current ratio of benefits to cost has fallen below the atio 
equired for justification, the making of any appropriation for the project should 











» defe a 
t. Hifect of changes in price levels In general, the adjustment of both benefits 
nd costs by the same multiplier is impropeli 
In reappraising benefits and costs due to any changes in rice levels Cis not 
ilis proper erely to apply to each the same multiplier or price-leve 
Licle Che result would be to retain the same ratio (benefits to cost) regardless 
f e& lieve Phere is ho necessary relation between the pertinent variations on 
( enefits ol l ratio as compared with those n the cost side In this 
lit I eeds to be borne in mind that costs be fixed as hie 
conus l é eChnalture whereas benel wi va 1 1 ‘ ne 
n the f re, depending upon, mere chat sin] el but ‘ I 

il progress in resypx f the alternatives he ‘ funct : viven 
water dey pluent Kach case must be considered by eit. 

Justification by projects rather thai y river basing Individual develop- 
ments or projects, whether of single or multiple purpose, should each be subject 
to the standard criteria of economik stification including margin of benefits 
over cost, except that such as are physically and of absolute necessity interde 
pendent may reasonably be treated as a unit for purposes of economic justifica 
tio! No exception should obtain as concerns general or ¢ prehensive plans 
fora given stream or river basin 

Chis re ndation is vce l ret l nih ¢ u t s ad ced 
l el I [ D ! oun 1 the i hie t rit ( n 
effect, |} 1 es plus 1es I en ts lil nee I S 
i ‘ l Loy i aen ‘ 1 t} ePnke ] ‘ 
. principle of d business iv of fo ing 1} : f 
. e ¢ sn knowingly eu:ba pon |] i ‘ he 
‘ ‘ > Phe ‘ “ ! i 
I é ‘ | re own nes nm vy é S wh ‘ 
( I) s the ¢ s of Federal water de pments are f ed 
p I ‘ ) ition, there is no justificatio bode ( i 
: nd the tax proceeds on uneconomical proj 
6. Method Gnd period of amortization As the specific method of 
ua r hyy hetical payments quidation of the investment in Federal w er 
levelopments and in computing their costs, whether or not to be reimburs ) 
he Tr Sn ainortization should be on the straight-line isis and 
period of not more than 50 years 
By straight-line basis is meant that method which involves repayment of thi 
vestment equal annual amounts determined by dividing the investme iD 
el rs in the period of amortization. It follows that the charze f 
the use of the money involved in the investment should apply only to the paid 
ince of the investment. 
The straight-line method is recommended becau 
1) It gives the taxpayers earlier benefit of rep: ent f greater ] 
the repayment occurs during the lifetime of the generation of taxpayers w e 
ixes contributed to the investment, 
(b) The straight-line method is more conservative, for during the ear e 
of the project the charge for amortization is greater than for the alternative 
fund and equal-annual-payment methods—each of the latter being based 


on compound interest. 
(c) Writing off the investment more rapidly during the earlie part of the 


mortization period, there would be less loss in event of unanticipated 


The fact that the charge against the project is greater during its ¢ 
does not mean that there would be no allowance for the needs of developing the 
project’s business. The latter is a separate problem, reasonably to be rive b 

) + +ry ’ } ‘Y hy 


dding to the « pital investment the mount Dy which the ctu neome a ns 
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the period of development is deficient as compared with requirements for self- 
support and self-liquidation. 

The period of amortization, although recommended to be limited to a maximum 
of 50 years, should in no case extend beyond the reasonable expectancy of life 
of the development or its components. There may reasonably be different periods 
among the several components of a multipurpose development. 

The cost of replacing the parts which have a shorter life than the period of 
amortization might be provided through the setting up of a higher annual rate 
of amortization for those particular parts. However, with equal propriety and 
probably greater convenience, the provision for the replacement of such rela- 
tively short-lived parts can be met by means of the recommended separate al- 
lowance for interim replacements. 

The recommended amortization requirement makes unnecessary any allow- 
ance for depreciation beyond the provision for interim replacements. 

7. Charge for use of money.—The charge made for the use of money should 
cover all aspects of all such cost. 

Commonly, such charge is designated “interest.”” However, interest on bor- 
rowed money is only part of the cost. There are additional costs, such as those 
of placing loans, levying, collecting, and auditing Federal taxes, etc. 

Taking into account all of the costs and implications involved in Federal 
financing of water developments, it is fair to say that such financing is far from 
being as cheap as commonly assumed or as is indicated by charges’ for the use of 
money, running at present merely from 2 percent to 3 percent per annum 

The full charge for use of money should be taken into account as a cost with- 
out exception—even for irrigation. If thereupon part or all of such charge is 
to be waived, the waiver would constitute, and should be treated as, a subsidy. 

8. Tares.—In computing the annual costs of Federal water developments, for 
determining economic justification or for any other purpose, there should be in- 
cluded amounts equivalent to the taxes which would have to be paid were the 
lands, physical improvements, and business, if any, not exempt from taxation, 
whether Federal, State, or local. So far as practicable, lands and rights subject 
to taxation when acquired by the United States for such developments should 
continue to be subject to the same requirements of local or State taxes (or pay- 
ments in lieu thereof), including changing assessments and rates of taxation, 
as would obtain if the lands and rights were privately owned, i. e., the United 
States should actually pay such taxes or the equivalent thereof. In the case of 
Federal revenue-producing water developments, the principle should be extended 
to provide for the payment of State and Federal income and excise taxes or 
their full equivalent 

The objectives of the foregoing recommendation are primarily: 

(a) To protect the local communities or taxing districts from unreasonable 
burden because of removal of Federal project sites from the local tax rolls. 

(0) To expand, rather than to decrease, the tax bases for support of the State 
and Federal Governments. 

(c) To ameliorate any competition of Federal projects with private enterprise. 

If provision in law is not made for the actual payment of such taxes, the full 
equivalent of such payments should be charged against the proposed or actually 
operating developments. Such should be taken into account at all stages, begin- 
ning with preauthorization reports. 

Nothing short of such procedure will result in disclosing the true economics 
of the developments, including their effects, prospective or actual, upon local 
taxing bodies and taxpayers and upon all Federal taxpayers. 

B. Authorization of water developments 

1, General.—Authorization of Federal water developments should be solely by 
Congress; should be of individual projects fitting into comprehensive p!ans for 
streams or basins, but authorizations (as distinguished from approval of com- 
prehensive plans) should not be in blanket form; and should serve as an abso- 
lute limit on appropriations. As to new projects, in general there should be no 
further authorization until uniform policy has been adopted 

Authorizations for Federal water developments should ; be by Congress 
none by the head of a Federal department or agency.* 


?Meaning charges adopted by Federal agencies dealing with water resources devel 
ments, The present rates of charge are not hereby endorsed. 
At present, the Secretary of the Interior, for instance, is under certain conditions en 
powered to authorize projects in the reclamation category (Reclamation Project Act of 
1939, sec. 9 (a)). 
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It is recommended that there be no authori 
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zation for the partial accomplish- 


ment of any comprehensive plan of development for a stream or basin, i. e., in 


general, authorization should not be for all of 


even a series ol I! stead, the accor 
plan should, so far as concerns any Federal pi 


projects. 





projects in a river basin or 
nplishment of any comprehensive 
irticipation, be initiated by means 





of specific authorization of a given project for Federal construction and for 
appropriation ina stated amount, followed by appropriation in a specified amount 
for that project Such procedure is believed not merely to be logical from the 
standpoint of Federal development but also, to leave opy inity for the 
ium participation by non-Federal capital 
It is recommended that, for public works and projects already in progr 
t as ilread e rule r other obje of expend here be 
dopted the rule tl here may be no appropriat exce of the I 
ith ed for appropri n 
As be ee! rojects suitable for thorization f I I nsti f 
he ( ould be in favor of proj s which are bes ) st ( nt <« he 
‘ int! S a hol Distributio reog phically o y Sl ( I eS 
nal distr hould n | eonre hz Moreovel the pr pec é ‘ of 
ntemplated expenditures for favorably considered proj r the development 
\ r res es should be weighed in L ym with e prospe é ilts 
equal expenditures hi ht in lieu be ide | Fede ( f ent 
r purpose he in water resources developmen 
It is re nended n gene! until the pertine nite natio1 
been decided up ind made « e ber irthe the $ 
ind no appropriations for Fed l wate t ypmel! except further approp 
ions for those projects as to which irrevocable 1 tments have been made to 
he extent of at least one-quarter of the up e estimates of ¢ 
2 Lu ii il J oT autho zat ul \ tii I i on I ede ] ter 
evelopment should become void if the ] ( st ove ins by 20 ] e! e 
yst estimated at the time of authorizatiot 
If the « ed st of a project has increased 0 7 f over tl I 
ng at the ‘ uthe atio the ithor ition for h p l 
ma ‘ me d and subje revie and re f ( . 
bv its me eL ive tte 
Note i ene is to leferrin I Tal 
ons for co! ] t her ( e then « S g f | 
| t ratio rec red ( l } } 
ion. Set | g pl ( I inde! f \ a f 
. 2 t } j l } hive \ 
ea eral Ww f f ! h i ( ne | \ 
ubstant ‘ nge in pro} 
Up inti change in plan, design, st a i ty, or power 
insta Lior nda wor iny proposed s n ib Chane I 4 sé i 
on I project it proje i its auth d 
e re e pertine! y ve © ees of ¢ cy 
tr Authe f of Fe ul hudroelectric deve me) Except f I ng 
the ne s of e | er Government itself, « gress hori s for 
redera hy I ect! power ¢ n I Sie d be pre ted ! , ‘ } 
come to tl lreasury re ! lv to be expected from the ‘ pow Li 
iny case, authorizations should fully disclose the power purpose ] | 
| n ‘ «] ~ T 
Che inte here is to emphasize that, f horization purpos« hone shastld 
excluded al pa of the power value hich wo be re } 
me to the 7 isl il wil h instea e as nefits t | would 
t be paid for I he powe consume 
If the power f1 a redera Vater cleve pment 1s ft be s l ess than the 
officially appraised value, that fact needs to be ven special t the time 
the authorization of a given hydro development is under ¢ sidera , if. once 
the construction has been completed or is heavy inder wav, the power is sold 
for less than the appraised ue as reported to C rress, the autho ation of 
the project is pra illy certain to have been in the light of a misunderstanding 
of the facts and in a event it will be too late to do anything about the 


ithorization 
Federal agency reports should set forth all 

m legislation should clearly set forth at le 
for which a given multipurrm 


In particular, pr 





ts involving power devel 


of the purposes and authoriza- 
ast all of the 


primary purpose 


se water development is proposed to be constructed 


pment as an important or pre- 
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dominant purpose should not 





manner as to imply that, contrary to the fae the proje S solely or pre 
dominantly for flood control, navigation, or irrigation 
Cc’. Avoidance o projes ple ning whiel may become useless 

Bearing upon this obje ve are the EJC recommenda S it 

l \] tLneroug ] es ition prior to author I - I a ! 
of economic justitic } see pages 196-18 « rut ( I 

a 2 qj It ‘ tte] arg 1 penelits « ‘ SEK ten \-3 a Ve 

> © St ! ‘ (l 1¢ tmhnpartial ! | i 
D oard } ad 1] ( a 

{ ! ( | 
2.9 
Fede \ I ‘ nd its re ew ! . 
I ‘ ' ol i ( | 
ring 

} , 

i ‘ Wi ( 
i lann ~ ~ ‘ ~ t 
| ’ } 

Af oe ts t t ‘ 

‘ it recs ' ( 
for iter-resources elo mply 4 I | 1a 
tiona policy 

\ ate ea ! I ( l 

( ail | ov les 
| } + 7 
~ li itted a f Ww vic | j ) 
Predera g d ! ( he re onable re I I Lov 
eve ! pos ‘ ‘ ] oue hy 
bye 1) } » the Exe: or to ¢ 
‘ TI 1) ) d or 1 ‘ 
Po ] pi ed w } de« 14 } t} ird 
} hiiy } ' 
Tiie ershil] } s I i | ll 
ol t ll ec al e*] ePSel | ; | e’eT 
In order I ! tia Vy OL 1 \ fl | ndivid 
vl migl the cate 1) ‘ ( } ; 
to be reasonal O} erable D 
S} ad consist ¢ pe ] ¢ pe! ) ' n ’ 
of a ede ] ( 
] 1/iocation f OSs 

There is pressing need for ascertaining, just as ne vy be, the sts of 
fulfilling the respective functions of a Federal mu purpose wate deve pment 
For that purpose dist but n of costs in proporti eneft 1. } 
ap gene} ! uniforr m0! I ( ge ( ! Dp ! 
the ¢ ts of join used facilities, the proportion ‘ 1 
recommended 

As far as practicable, such determination of sts should be independent of 
the benefits obtained by the fulfillment of the respective purposes Distribu 
tion of costs on the basis of benefits will res nly irbi va nment 
or P ent in proportion to what ven fur ! en 
ifford In gener such method ill fail to dis Ose at ot , sot 
fication existing in the case of any of the components 

lhe problem being essentially one of apport ling the casts of ntiv used 
facilities, such as dams, reservoirs, and water conduits, we re mmend th 
pre wT t¢ sé ipa t ' tl vd 1S iffordi i 7 ? of arbitrariness 
and a maximum of and equit Thereunder. the apportionment, among the 
primary componen of such joint costs (exclusive of the parts theres ittribu 
tabie to incremental components, if any) is in direct proportion to the ext f 
use (of the capacity of the jointly used facilitic f hich ft} resp r ) 
ponents are ent tled The method ap] es whether ft} ost o be DI tioned ar 
initial (i. e., investment) or annual. 

Assessment of the cost of Federal multipurpose development rainst some or 
any of the respective functions, for purposes of fixing so-called repayment re 
] ement ‘ ! tane ete ! > iccomplished ‘ ‘ 

‘A era : . act thin the l funcetiy e of ti Arr er ' ; ree + 7 
itir ituation in tl espect i y influ by the fact that izat 
nd appropriati eth rp g power, I f wit] 

ther rive nd gatior s) or fl ! t 
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(within appropriate limits) of the preliminary or primary : ! ae 
re any event, the method should be uniform for all Federal agencies 
For further details, see the EJC full report, pages 203-20 
Disposal of products 
1. Nelling pi eof Fede ul po re ko power s Id and for } \ i ( 
enses at Federal dams. the Federal Government should require al re 
; payment at rates not less than such as correspond to the ap] ed po 
pon which the construction of the project was predicated, excepting he 
e pertinent arket prices (“market ilues”) actually are le ‘ 1 rate 
rhe a i d be to secure ish in e to tl Pre l he 
e powel . ‘ tt time i I Ol l Ppproy 
‘ ] ore 
Che e « ederally produced powet1 nec \ Or 
Li needed I red if pur] f \ to ’ 
f pe regard kine ! ( d beg . 
‘ he ( ng of power 
, In the « hedera droe develop ‘ 
‘ be ‘ I ol I | s | 
| esp le ede ive! i i ‘ 
2 neer project "\ epresented Cong 
price whi he powe! ered ‘ In ge ! liffere: 
\ ‘ Ari ‘ Oo ra ‘ deticiel ‘ cle he Ir [> 
nl a omy] ed with the ofl ! pp 1 iltle 
t | f the te 
or a ist selling Federal ] f : ! 
WV ng Federal } Ve! here sh csi } y 
ess than tl | ed value ol! the R vl} } } 
yiect Was a ed. Nothing Il é é N 
' nry _ ta | lve who ,t | I | | oe | ] 
] ich de CLO} nts feasible 
rhe representations of value to Congre { he pul ‘ 
sood in revenues paid into e Fede! Ire ! 
id For furthe ‘ ee BIC f repo pag 26-128 and { 
“yr p } () 
— ' rT é Ss il c bli \ uppls he ‘ m i 
on portion « he cos rit pre ioct | | hen he en ( ' 
remainil par f é est to Db provid | react l i } 
| sto cost ra ) 
of G. Bul 
nt the. feasible xt ri f | ‘ 
developments uld be require »¢ pel e the Gove! ! f ¢ 
’ Na <parvers, for the bene ng di to the I 
there $ ibsidizat ! 1eT'e should cCompiete is ( 
ginning ith the initial reports reco end yr the de pment or proj 
of I ' if (‘ongress Subs que i per I ! y 
iu nua repo! hou aisci t Tiie respects l hich ina ex ! \ 
nt bsidies are ave 
Sul lization s here used it ding the irnishing |} he Feder ‘ 
‘ el oO i ) wiitV., service ¢ other bene gratis or a ess Ul li ¢ t 
or its reasonable worth to the recipient 
ad rhe requirement that beneiiciaries make substantial payment would constitute 
hi n important safeguard or check against unworthy project 
S \ subsidy in the form of forgiveness of the charge for the use of mone 
he nterest”) nvoive no direct payinent to the rmenehe ta but 3 nonetheless 
= real from the standpoint of the Nation tuxpayers, whose contribu v1 a 
- herwise be correspondingly les 
; prac e, b he for upprop ! out of 1 re 
rr coe 
- rhe natiol pp) OLTUHM ¢ WW a su) I cs ck el pment na “ I res 
. hereto ive not advanced so far that it is too late ft moat ind I 
; yreduce the extent of subsidization now practiced I nstance, flo nt 
sa national program is hardly 12 years old and that period includes fi 
f World War Il, when work of that kind was largely a standst 
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Dr. Hloak. There are several statements in the introductory matter 
that I think it might be pertinent to stress. I will try not to read 
the entire introduction, but only those portions that appear be 
pertinent to our inquiry today. 

The development and operation of water projects, in their physical 
ispect, and to a considerable extent with regard to economic factors, 
s on engineering matter and the carrying out of such service repre- 
sents a material part of the professional engineering work of the 
country. In consequence, many members of the engineering profes- 

| 


sion are technically skilled in the field of water projects, an in the 


aggregate—professional engineers represent the group which has the 
primary ky owledge and economic perspective in the field of water 
resources. Moreover, they are by no means without sociological in- 
stinet and experience. 

Engineers Joint Council (EJC) is an organizatior n effect a 
clearu cho e for matters of common inter of fi national eng 
neering societies: 

\merican Society be Engineers 

Americal SO levy of Miu ne and Met illure Cal OF v 1eCeCLSs 
Che American mociety of Mech anical Ey o1lee 

(Am erican Institute of Electrical Engineers 

Ameri . Institute of C hemical er loineers. 

Th ct mb nec YY m! rsh » ot ti hes Ce cn ietles eho t l {} ny 

Recomnizine the urgent need +4 a coordinated and uniformly ap 
plicable national water pol cy, EJC began in 1947 tl aie ay of the 
1) bilities of bringing about cong? ri adoption of such a policy 

nd the princip] which should underle 

Subsequently, in December 1949, the President’s temporary Water 

Resources P. ies Commission was designated and at its request Engi 
eers Joint Council prepared and in June 1950 presented to that 
Commission a mimeographed “Statem« of Desirable Policy with 
Respect to the Conservation, Developmer [ f the National 
Wa er Re Ol es,”’ 

For the prepal itio 1 of that statement there were solic ted the vol 

ntaryv services of some 75 of the leading expert of the United St ites, 
having long experience in the field of water resources development. 

Che personnel of the undertaking adequately covers the geographi 
eal area of the ( ited States. In terms of type of er omeering sery 

e, the membership s well spread throughe { e fiel yf consulting 
engineering practice, State and municipal service, university and 
other institutional organizations, and industry 


t 


Mr. Donprro. Will you ubmit to a question there ; When the 
President’s Water Resources Committee requested the Engimeers 
Joint ( ounell to make some contribution toward the subiect. were 
you at that time in any way compensated for the work which you 
had done? 

Dr. Hoax. Oh, no. 

Mr. Donpero. That was voluntary ? 

Dr. Hoax. All of the maid that was undertaken by this group was 
completely voluntary. Their expenses, except some traveling expen- 
ses paid by EJC, and their time were out of their own pockets. I 
think it is important to note that, although none of the individuals 


who served on this group were employees of the Federal Government. 























bout one-third of the personnel had had previous experience in 
Government service with the Cory] sof Ek ineers 1h It: vil functions, 
nd with the Bureau of Reclamation, and so forth 
| 1?@ WOrkK iS al\ ded i One wht { , com { ve cr j 
eight major functional fields of water resources development i 
1 Con tee on General Econom Principles ! ract il ef ta 
nth task committee; and a Coordinating Committee, responsible fo 
reconciling the task committee reports and for the preparation of 


ummarized report. 
A point [ th nk is also worthy of note - the fact that the OT 
did proceed with enthusiasm and dispat h to unc rtake what task 


ad been give them, and thelr Work Was carried O both bv corre 
spondence and by meetings in vario geographical areas of the 
ountry. Most significantly there developed through the consultation 
f the various members of the several committees a completely 
Inanimous agreement upon basic principles. This was despite t 

tact that the individuals represented a wide divergence in many cases 


I persol Ll interest and experience. 


lt s understood that your committee IS, at least for the pl sent, 


miting its conside! ition to procedures ind criteria pr rtaining to water 
pment by the Federal Government, particularly as 
7 ' ° ’ : _- , 5 
such falls within the jurisdiction of the House Public Works Cor 

| 


! 
resources aevelo 


mittee. Consequently this statement will not dwe 


| upon what in 
the Engineers Jount Council report is set forth as a sound principle 


- 1] P : ‘ 
which nouid be controiling., hamely, that hn water resources ce veiop- 
‘ a } Ws 1] 
ment, State and iocal responsibility shouid, to the maximum extent 


feasible, be preeminent and be consciously and etiectively nutured and 
extended in Water project pro 
Mr. JONEs. Let me ask you t question at that point, As I recall it. 


ind to local terests. Upon what basis did you ome to that 
oncluslon ¢ 

Dr. Hoax Would you like to respol d to that. Colonel / Spe hically 
the que tron concerns Ju tification for our statement that pel UD. 
proper account had not been taken of the local interest in some of the 


urent activities of various agencies of the Governme) 


Mr. ScHEIDENHELM. I think possibly the chairman’s reference is to 


letter of transmittal of the report’ If there is that in the report itself 
l am not familiar with that, because it had nothing to do with anv 
ommiuttee that I had a part of. [ think the emphasis in the report 
s rather that there should be parth Ipation to a greater extent than 
there has been in the past D\ states and their loeal subdivis ons, public 
itility districts and private companies and individuals. 


Mr. JONES. Do you have Inv sugvestiol} isto how tinaf policy could 
e pursued with some degree of success / As I recall it, the report 
] 


did not go that far. but it ported up the fact that there Was oreatel 


need of cooperation between the Fede ila Fences nl 1 the local intere ts, 


Mr. Scnemennetm. It is my understanding that the emphasis is 
ipon greater participation rather than emphasis on cooperatio1 
There Was, ot COUTS®@, far less cooperation pl ior to t} e Flood ( o1 ro 
ct 


of 1944 than theretofore, because at that time it became imperative 
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for both the ¢ orps ot Eneine rs and the Bureau of Reclamation t 
submit their reports first to the Governors of the States; but that i 


itself did not emphasize participation by 
otherwise, or by their subdivisions. 


Mr. Jones. Do you have in mind just the financial interest’ Is 
that what brought it about ? 

Mr. Scuripennetm. Not merely that. 

Mr. Jones. Let me read you part of the statement 

Despite ye references to local and State p n the emphasis in the 
report is almost universal on Federal direction at ont 

Mr.. ScuemennuecM. That referenc to the report of the Pre 
dent’s Wate Resoures ; Committee. 

Mr. Jones. That is right. That is what I a g you about. 
Mavbe I did not: ke mvself quite clear. 

Mir. Scurmennecoa. | think th: tr I tl if true alse 
ot thre propo i leoislatio { it (4 Mm S310 i 
mace public only re velyv recently. 

Mr. Jones. How could reconcile the F and local interests ? 
How ( utd We ne them into the commo prise 

Mr. ScuemennELM. With a greater extent of opportunity for 
Initiative lo lly and createl represe) tatio 

Mr. Jones. Let me give you an example o at Is happening out 

the Kaw, the Blue, and Republican Rivers [am sure you are quit 
la har with that enor { flood thev had out ther last vear As 
i result of discord the affected flood \ been abl 
to reach cCOMMNO} nderstanding as to yD e in that 
trea, 4 seq thing is be oe aon NO penhv was 
ippropriated this year. Should the Federal Government with it 
t! mendou te be indifte ¢ t to th ! » h i 1 itt 

s the people ht irea themsel ve rewe l ord » tine Ce] 
ng procedure to be adopted / 

Mr. ScHeipenuenM. That is hard to unrar I can only 
five a persol ity w. that when there ibsolutely ( t\ down 
stream, particularly one affecting the interstate comm phase 
ind T myself would limit it to that, as I th t is limited in law- 
thre the Fe eral Government can nd I th Shou step into and 
handle 

Mr. Jones. I wa ringing up the ] t of how this thing works 
both wavs where sometimes it is very easy to get local parti Ipation 
and local agreement as to some positive course to pursue in flood 
control matters: and vet on the other hand in cases such as I have 
mentioned to vou in the area of the Kaw, the Blue, and the Republican 
Rivers there } ech dissension co ne on there at the present time 
that there is very little likelihood of them ever reach ne an accord 
Unless the Federal Government takes positive steps nothing will 
ever be done there. . 

Mr. & EIDEN HEIM. 7J a place w Federal interest 
should step in, I would think, and pre bly with some pressur 
Dr iv ho ta colut yr) 

Mr. Jonrs. In other words, it is your notion, Colonel, that as long 
as It is a questo! of participation in i progra est olely on t! 
resp ibility of the Federal Gover ni t! rOV nN} oul 
pul ( f a with dispate 1 even thoue onl ly 9 | . 











the 





terests, because it | isa paramount interest mn tive rk to be com 


Mr. Scurmpennetm. Assuming that interest is paramount, I would 


Might I cry Cf another aspect oft t it. that if 
Mii JONES I say that Lilit sual that We have cit CLOP TN tst LLne 
place throughout the country like we have experienced that Kansas 


gyoing to suggest that there Is i point on whicl tiie | ou PP] | f 
C oun | re ( mmend C10 very STyer at rik ely 1 t t eneh 
Lr'ie of developments n wi icl Federal funds ire Spent sii ‘ 

; ] 17 
parce pate Hnanc) lly Sane help pa for them | l foes yf eces 

’ ’ “a a 

irily ean entirely, | part cipate definitely so t it { \ ive i 

“Be 4 - 1 : 1 . . 1 ; 
Stake 12) 1 if that were in the picture sone of thes problems that 
ire exceptio as the chairman has stated, might be r Oly 
{ peopie GO eftreat might 1 rt bye \ 1] ne to } { Py kEhV daa V tor 
] > oe 4 4 ] 
Tien Vy fie na tiie ‘ ( i »¢ ( ! 
tO me pel ) Ilv. 1 il sa Verv good fren of! eV Ice t 
struction of the proposed works is after all not economically justified. 
B : oN } ] : a a baie 

ut I am not saying that that is true as applied to this lati n 
Kansas. 

Mr. Donpero. Mr. Chairmay 

Mir. Jones. Yes. Mr. Dondero 

‘ 1 ] 1 1 , 2 
Mr. Donvpero. Suppose, Colonel, that the subject is t eveloy 
I I 

ment of water powel nai State. | wo ley { Vo ic 1) d as 
ippli l to tle tatement i thre re pr It that In su ! i> \ re } Cl 

: } 1 ] 1 , 
was to t deve med. and t if powel raded thr right ot »p vute 
enterprise or private investment with the State, d you mea y 
1 4 es 41 a 1 PE - } } ri nh 
that report that the state shouid be co uited and VE oO ie 
le rr tnuNIcipalities ¢ wit d. before the \ ork was cone 4 


Mr. ScHEIDENHELM. I think there are several points that bear upon 


that the. ! dations of thi I: rineel Jon Co | I t nk 
the mere fact that it would be development of power would not be a 
reason in itself for emphasis upon local participation both on the 
advisory side and the financial. Not merely the fact that there might 
be competit \ th private interests. but rather because Cisa ae elop 
ment Ww th the States and in affect what vyoes on there { 

ens. 

Mir. D DEI If the protect rd ee pled wit! t not o ly powel 
but flood control and navigation, of course then the subject and ben 
fits would be so broad ned that | th nk it 1s your opiniot and [ am 
trving to get your thought—that local participation should not only 
be consulted, but perhaps share in the cost ? 

Mr. Scrremipennietm. Oh, absolutely. That view is very strong 

Mr. Wuirman. If T conld make a statement there regarding the 
Missouri River, that is a big pre ject and there cannot be any State 
or any municipality, or any private person who could step in al | 
do that yb. That has to be done by the Federal (yvovernment, poss bly 
combi ing with States. In mv own section on the Potomat? River 
we have H | Commissio} on the Potomac River whi h W 1] have C| irce 


of the protectiol of that river from pollution and he developm 


of the river fol flood protection and foi elect} eo) i I me 








thing is true with egard to the Delaware River, where the y have 
what they call the Delaware River Commission, which is working 
in New Jersey, Pennsylvania, and New York. That is largely in 
con! ection with watel pply with t} 1) sibilit of p> el | 
think Colonel Sehs denhelm is familia th the ist Ta privat 


} . > . ; | 
company which had developed plans for a development and 


the Ge vernment agen ies stepped n. or one (ro ry io Lid it 
was all right and another one s epped i said they ld 
not do it. 

This whole report of the President’s Comm 1ssio} ; th it is the Cor ke 
report, states that there should be this cooperat on, and then it woes 
on to say that practically the Government should have absolute cor 
trol and it elves vers little chance for any possible Dry ite develop 
ment of water resources. I think that there should be a possibility 


for private development of water resources as we 
t or municipal development. 

Take the city ot New York. [ was 1n t | e case of the diver ion of 
Ww: aters of the Delaware River for New York City. and the diversion 
{ waters of the ¢ ‘onnecticut River for Be ston. and the di ersion 
of Great Lakes waters for the benefit of C!) 
where it was all worked out without the Federal Government inter 
fering in any way in any of those cases. 

Mr. Ancetut. Mr. Chairman. 

Mr. Jones. Yes, Mr. Angell. 

Mr. ANGELL. A) other example of conditions ln lar to the one 


las State develop- 


mel 


—_ 
f 
<a 
f 
/ 


raised Is that of Hells Canyon on the Snake River, betwee Oregon 
ind Washington. Many of the local interests are very much opposed 
to the project , evel 1 thou oh the Government proposing to proceed 
with the project. t is presumed to be reclamation, but at the present 
time the only de elopm«e nts to be made in the project Snow proposed 
I am advised are hvdroelectric power. 

Do vou ecare to comment on that proposition, 4 lor el, or are vou 
familiar with the Hells Canyon project ? 

Mr. SCHEIDENHELM. I am generally far U1 I had no 


ne to do with If directly. 
Mr. Anceuu. I mentioned it in connection with what our chairmat 


i ‘ 
h is said as to what partl el} ig og al d coop tion local inter ts should 
have in a project propose | by the Federal Government if they ar 
within the area of the local people. 


Mr. Scuemwenuetm. As I understand it, the situation there is pr 
marily that it is a power project and that there is the opportunity 
or the proposal] by the local company I think the Idaho Power Co. 
to make a power development whic h would differ somew 
development proposed by the Bureau of Reclamatio1 

Mr. Anceii. That is true. 

Mr. Scnemrennetm. That would apparently satisfy some peopl 
better than woul | the Bi ire au’s proposa ie In general, SO far as 
the Engineers Joint Council’s recommendations are concerned, they 


iat from the 


would | ean toward Oppo! rtunity y for the private deve lopment, whet 
ever that is possible. Not because of the facts in that particular 
case—and I am not sure that I know all the facts in that case—but. 
n principle, unless there is very good reason to the contrary, th 


; : . , : 
recommencat lO} would De Tor private cleve opment 











Ol} 
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Mr. ANGELL. What you have said is true on that projec t, as I under- 
stand It. The Idaho Power Co. has proposed to construct a numbe1 
of lower dams utilizing the water and perhaps developing the same 
amount of power, but the Federal project contemplates one large 
qa. 

Mr. Scuermpennetm. Yes. I so understand it. 

Mr. Anceti. There is a very decided opposition to the project 
by the local iterests, particularly in Idaho. Down on the Columbia 


River, down in my area, there is more support for the project, althoug! 


the local chamber of commerce of Portland, Oreg., ha ome Out 
In Opposition to il 

Mr. ScuewreNuHeLM. Sir, referring not to the Hells Canyon project, 
but to situations broadly, as between a Federal position of arb trary 


development and one where local interests, State and those unde the 


state, are called in to cooperate, 1t 1S my personal lpression that 


many quarters it is assumed that the Federal Government as a matter 
of right under the Constitution, and as a matter of duty, must ste} 
! } } : P att of i 
and is the lomical one to take care of all those things. It is my 
understanding. further, that that is not agreed to by all constitutiona 
lawyers. Quite far from that. There enter into that picture some 
; : ] } } 1 4 
aspects of law which I am not competent to daiscuss 1h adetali, Dui 
not everyone would avree that the Federal Government has he 


authority to step In. 

For instance, as to flood control, except where interstate commerce 
is concerned. Where it is not concerned and where any effects on 
commerce are local. then it m 
chairman referred to, t 


] ] : ] ] 
have to stew in their own juice for a while until the need became 


ht be true, in the instances 
ley cannot get together, they would 
oreat el ough SO that it could be resolved on the local leve l, i teat 
s on the assumpt on that no features of interstate commerce are 
involved. 

Mr. Ancett. Mr. Chairman, [ raised the point of Hells Canyon 
not for the purpose of attempting to come to any conclusion on the 
merits of the issues involved there, but merely in that it may bear O} 
the general principle of what participation of local interests there 
should be in projects of that sort, because this committee is co! 
sidering that problem as a matter of policy and not as a matter of 
the merits of any individual project. 

Mr. Donprero. Mr. Chairman, may I inquire at that point ? 

Mr. Jones. Mr. Dondero. 

Mr. Donprro. What reason can you give, if any, as to why the 
Federal Government should insist upon the development of a project 
which could be done locally by a municipality, or by a private com- 
pany, or by private investment? Take Hells Canyon, for example. 
For what reason, if any, should the Federal Government take priority 
over all others and de ny them the right to develop water powel f 

Mr. Wurman. We de not think they should. 

Mr. Donpero. Neither do I. 

Mr. JONES. Let me ask you a question, Mr. Whitman, aiong that 
line. What do yo recogniZe as the interest o7 the Federal (xovV 
ernment on a stream such as the ( olumbia Rive1 4 What embrace : 
that philosophy that the Federal Government holds the obligatior 
first to the private utility over the right of the Federal Government 
to execute works to carry out the same program / 
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Mr. Wurman. I think in cases of that kind you possibly have 
projects which cost more than private utilities could finance, but as 
long as a private utility could finance a project and was willing to 
finance the project and would do it in such a Way as would make the 
best possible use of that water, I would Say the private utility should 
have the precedence, or a State, if the State wanted to do it, or if a 
municipality wanted to do it, then the municipality should have the 
precedence. 

Mr. Jonrs. Is there any application pending for a municipality to 
acquire a Federal li ense to operate generating facilities at Lat } 

Mr. Wurman. I do not know of any. No. 

Mr. ScrremeNue tM. There is one in the basin. 

Mr. Jones. Going one step further, suppose, for instance, that all 
of the private utilities were to come in and make application for pro- 
posed sites with generating possibilities on streams throughout the 
coul try. Then should the Federal Government vet out ot the de- 
velopment of projects for the simple purpose of getting generation 
of hydro lectric power! 

Mr. Wiirman. You are asking me personally ? 

Mr. Jonrs. Yes 

Mr. Wuirman. Personally I believe along with Thomas Jefferson 
that that people is governed } est that is voverned least. 

Mr. Jones. I do not think Thomas Jefferson recognized the plhilos 
ophy that the navigable streams in this cou try belonged to anyone 
but the Federal Government. I think he supported the Internal Im- 
ct in Ww hy ch that whole question was raised in the W ash- 


provement A 


Inetol dmin tration. | heheve suel a strong advocate even as 
(lexander Hamilton espoused the thinking that supported the mght 
of fhe Federal Government. 

Mr. Wrirman. I believe the Federal Governme is the right to 
vo in on these interstate streams, but- 

Mr. JONES You recognize the property roght vested the Fe leral 


Government by the Constitution in those properties 7 


Mr. Wurman. I am not enough of a lawyer to answer that, sir. 


i 
) 


c, me some engineering question and | will ai swer you, but I 


cannot answer that 
Nir. ScuEeIpENHELM. Mav I sav something to the chairman on that? 


NIr. .J INES, Yes. 


Mr. Scuempenne tM. It is my understanding that the Federal Gov 
ernment Sno ] perty rent na Navigable tl ] xcept where 
there may be public lands involved, or lands st for the Indians 

Mr. Jones. Have vou ever read the Ashwander case, Colonel / 

Mr. Scuemenne tm. Yes, sir. 

Mr. JONES. Does it recognize any property I o] ts in falln @Y waters 
on navigable streams / 

Mr. ScuemENueELM. It is mv understanding that that case recog 
nizes the Federal right in the raw water power ) hich was created by 
the constructis f» dam for improvement of navigati Ly it by 
rea ot a prope vy right in the strean ! land under the 
strean 

Mr. Jones. I recognize the rights of the > with respect to the 
property under the stream, but the right to construct these projects 
comes Trom t! e | oht ot a navigable stream wl | nvests paramount 


interests in the Federal Government for development. 
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Mir. ScremennuetM. It is my understanding that the Federal Gov 
ernment has the right. so held by the courts, to develop any stream, 
navigable or otherwise, in the interests of interstate commerce. 
Mr. J 
for the I 
(‘omumission to acquire a license for the purpose ¢ 

Mr. ScuempennetM. No. 

Vir. ar NES. Does that not recognize W thin itself the tuthority of 
the Federal Government to undertake construction of hvydroelecti 


oNES. Let me ask you a further question. Is it necessary 


ederal Government to make application tothe Fede il Powe } 


eenerating’ units 4 

Mr. Scrtemenue tm. IT would suppose it is evidence merely of 
Congress delegating to the Federal Power Commission only cert 
duties or responsibilities of Congress, but nevertheless 


Mr. Ji NES, What does the Federal Powe (Commission errant “1 


license ¢/ 

Mr. Scueipennetm. It mv uncderstandine that effect it gives 
the consent of Congress so far as navigable streams are concerned, 
It wives the consent in behalf of Coneress—a delegated consent to 
the construction of an obstruction to t is enable capacity of a 


Da igable stream. 

Mr. JONEs. Does not the applicant whi i | fils tl] ipplication res 
ognize the interest of the Federal Government a Le no perior to 
inv interest he might have as an individual ? 

Mr. ScnempENHELM. So far as concerns navigatie ( terstate 
colmmerce, 


Mr. Jones. Do you know of any litigation that has been initiated 


based upon the premise t mt the kederul Grovernment aoes not ive 
paramount interest over a State or local community wit esp to 
the construction OF projects su has we have been talkin gy about f 

Mr. SCHEIDENHELM. You are not talkine merely abo 
project or a navigation project ¢ I should have said. you are not t 


ing merely about a nay iwralion projet t, sir? 
Mr. Jones. I am talking about the construction of a dam on a \ 
gable stream. 


Mr. ScuxvipeNHELM. I feel embarrassed because I ar 


tutional lawyer, but my understanding is that that is not th is 
' = . f ‘ , 
Mr. Jonrs (Of course, ¢ r whole GIiscusslo rath ' read ._ sO 
ivbe ve had better le ive if I do not know |] t| Wel either, 


Mr. Aneetn. May r ack this one question ? 
Mir. Jowrs. Mr. Anvell, 
Mr. ANGELL. Mr. schneidel helm. { Vout! Hrderstanaiwnhy, i l 


nderstand what you said, that the sole 1 o}yt the Federal (rover! 
ent has is due to the commerce clause the © onstitutiol n the reeu 
ition of Commerce on these hnaviva e trealis, and aside Trom that 
has no control or no inherent rights ¢ 

Mr. ScHemennetmM. Except where there are public lands. or land 


ield in trust for the Indians. 
Mr. Anoein. That is a different proposition I. am talking about 


a navigable stream with no lands nvolved. Is there anv deecisior 
v the Supreme Court recognizing the power ot the Federal Cro 
ernment to construet dl is on navi ible streams solely fo} the pul 
pose of generating hydroelectric power? Without any connection 
vith navigation, reclamation or flood control, or any othe purpose, 


] . , ] 
but solely for the purpose of venerating hvdroele ty} powell 
, I I e 
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Mr. ScHEIDENHELM. I believe it is a fact that there is no such de- 
cision which turns on that point. 

Mr. Anceii. That is my understanding. 

Mr. Jones. But it is the further understanding that the Govern- 
ment does have that authority and this has never been questioned, 
has it? 

Mr. ScurrpENHELM. I think it has been questioned time and again, 
sir. 

Mr. Srerp. Mr. Chairman. 
Mr. Jones. Yes, Mr. Steed. 

Mr. Sreep. I would like to get the opinion of this witness on a 
problem we have in Oklahoma. Iam sure you are familiar with the 
over-all picture of the Arkansas-White-Red River watersheds and the 
fact that we have an interstate agency that seeks to coordinate all of 
the various activities on these main stems and the tributary streams, 
In that watershed, and mostly in the State of Oklahoma, is a tribu- 
tary stream known as the Grand River. The first construction on 
Grand River was a dam built by the State of Oklahoma and paid for 
by self-liquidating bonds under a State law reating the Grand River 
Dam Authority. 

Mr. ScnemeNHELM. The Pensacola. 

Mr. Sreep. That is right. As you know, that project was built 
and it is now operating, and the State is in the business of producing 
and selling the power from it. The dam also acts partly as a flood 
control dam. 

Downstream the Government is now in the process of completing 
the Fort Gibson Dam, which also is a flood control and hydroelectric 
power project. In between these LWo dams there are proposals for 
two others, one known as Tenkiller and the other Markham Ferry. 
The State of ¢ Yklahoma would like to construct one or both of these 
two dams. At the present time it has been unable to work out any 
arrangement with the Government to permit the State of Oklahoma 
to issue self liquidating bonds and eonstruct one or both of these 
dams. The result is that in the Senate our Oklahoma Senators have 
introduced legislation which may finally come to this committee, 
authorizing the transfer of the right to construct one or both of these 
dams to the State of Oklahoma under similar terms that were viven 
when the Grand River Dam itself was built, that is, the Pensacola 
Dam. 

What is your opinion, or your position, in connection with a matter 
of that sort? It is of vital concern to the State of Oklahoma because 
most of the stream is within the State, and yet it is of concern in the 
flood control overall program because it is a very important part of 
these three great watersheds throughout which a vast program of 
development is in the process of being carried out. 

The State of Oklahoma would of course agree, as it has in the case 
of the Grand River Dam, to operate these dams in keeping with good 
flood control practices, but also is primarily interested in the power 
that will be produced from it. When all four of these dams are 
built and in operation the process of using the Same water four times 
as it goes downstream will be developed. Part of it, because Fort 
Gibson is already federally owned and operated, will be disposed of 
through what is known as the Southwestern Power Administration. 
The part produced under Grand River Dam is being disposed of by 
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the Grand River Dam Authority, owned by the State of Oklahoma. 

Phat is an important matter in our State and I think it comes 
directly to this problem you have been discussing this morning. Of 
ourse, personally I think the State of Oklahoma should be allowed 
oO proceed with the construction of the part of the work that it wai ts 
LO clo. I would be interested to know what comment you nave to 
make on that parti ular situation, since J] am sure it is cvoIng to be a 
matter for this committee and the (Congress to cons der before we are 


finished with it 


Mr. SCHEIDENHELM, That a point on which the Engineers Joint 


Council has squarely a recommendation. It was not included in the 
statement because 1f was understood that that snbiect would probably 


ot be of immediate interest to the committee, and in that we were 
ipparently mistaken. But the material is in the full report. 

I read the major proposition : 

Water resources development should wherever feasible b y cal enterprise 
governmental or private. (Appendix IX, Item 2, pp. 195-— 

Then there are given the reasons for that. That is definitely the 


position of the Engineers Joint Cou ell. So that as apphed to that 
particular case, unless there were facts that do not appear on the sur- 
face, the recommendation of the Engineers Joint Council would read 
squarely in favor of the State of Oklahoma as regards the Markham 
Ferry development. 

Mr. Streep. I understand. Yes, sir. 

Mr. ScuemIpENHELM. I would be vlad to give the remainder of that 
where the reasons for it are listed, if that is desired. 

Mr. Steep. No. That answers the point I had in mind 

Mr. Mack. Mr. Chairman. 

Mr. Jones. Mr. Mack 

Mr. Mac K. Colonel. I recall in the case of Alber Falls Dam that 
the dam is ¢ xpected to produce 12.000 kilowatts of electric ty at the 
dam site. The Engineers claim if that dam is built it will produce 
12.000 kilowatts of elect 1c1ty at the dam site and about 200,000 kilo- 


watts downstream as a result of storage. I am wondering if there is 





F 
not a little difference in the goal sought by the private utility and the 
goal sought by the Government in this respect, The utility is con- 


cerned primarily with getting as much electricity at the dam site for 
as little expenditure as possible, and solely at the dam site, whereas 
the (rovernment is concerned with the power developed by the whole 
stream. Is that not true? 

Mr. ScuemenHELM. There are in the United States, of course, vari- 
ous streams on which private interests have dam after dam. In that 
respect the situation is essentially like that which you referred to on 
the major stream, the Columbia. 

In respect of the Albeni Falls project, on one of the tributaries, 
I think one needs to take into account the fact that there is provision 
in law whereunder any beneficiary, other than the Federal Govern- 
ment, of storage upstream must compensate the owner of that upstream 
storage, whether that be Federal or a licensee under the Federal 
Power Act, provided the upstream storage is owned either by the 
Federal Government or by a licensee. 

Mr. Jones. Will the gentleman yield at that point ? 

Mr. Mack. Yes. 
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Mr. Jones. In making estimates of benefits on that type of project 


do not the Corps of Engineers and the Department of the Interior 


take into account the increased generating capacity on the lower pro 
jects In coming up with the estimate of benefits of the proposed 
project on the upper reaches of the stream / 

Mr. ScHripeENHELM, I think so. 

Mr. Jones. By the same token the licensee of a project, privately 
operated, must make reimbursement to the Federal Government based 
upon the increased | 


be 


generation that occu DV virtue OT an installation 
ne built further up the stream. 

Mr. ScuemenueLmM. Yes, or reimbursement— 

Mr. Jones. And that fact is ta 
the ratio of benefits to costs ? 
Mr. ScueipENHELM, That is true. 


Mr. Jones. In other words, the licensee pavs to the Federal Gov 





ren mito consideratio hn estimating 


ernment fol the increased water available, or the reaseqd generation 
furnished, based on an annual estimate. Is that correct, sir / 

Mr. Wutrman. I could not tell you. 

Mr. ScHemeENHELM. That is true, and it applies also to the case of 
an upstream storage development owned by a State or a subdivision 
of a State. or private parties, where they are under Federal license. 
I believe it does not apply where they are not under Federal license. 

Mr. ar NES. Where they are not under Federal license ? 

Mr. Scuemenuetm. I believe it does not there apply. That is 
when the upstream one Is hot, 

Mr. Jones. There is a disagreement within the Commission itself 
is to the reimbursement of a private operator who has a project on 
the upstream reaches for benefits to the Federal Government. In 
othe words, at the pre sent time the Federal (zovernment 1s reim- 


Dursed. If it Sa private licensee he Is hot reimbursed 

Mir. Sciemenuet”M. | do net understand that is true, sir. With a 
private licensee the Provisloill Is there int law for) Ul he that 
pri t lice) Set 

Mr. Jones. All right. Let me eiv xam] Suppose that 
the stream } ne in this dire 1) | 4 
The Government builds a reservoir here Ipstrean The private 
licensee pavs the Kederal (rover) ment for the nereased str im flow 
based o7 the mncreased veneration. | that right ¢ 

Mr. ScHEIDENHELM. That is true. 

Mr. Jones. If the reverse is true. if th sa Federal agency operat 


Ing this dam downstream | 


dam [upstream }, then the Federal (yover! ment does not pay the i] 
censee on the upper reaches. 


Mr. ScunementeLM. That is true. 


and a licensee comes in and operates this 


Mr. Jones. And there } dlisagreenn nt among the Commission on 
that point. 

Mr. Scruemenretm. That I do not know. The law, it would 
seem to me, is very clear on the point. I did not know there was any 
disagreement. 

Mr M ACK. ( olonel, YomyYg back to Abe ae Falls dam th principal 
interest of the private company is to get as much power as possible 
from the dam site, at the least cost possible. The people’s interest, 
on the other hand, is to get the greatest potential amount of electricity 
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In your opinion should there be some over-all age) Cy that would 
designate the type of structure that would have to be built in order 
to provide the maximum water storage for the downstream dams? 

Mr. ScueipenneLm. There is no doubt those who participated in 
this Engineers Joint Council report believe in planning by the basin, 
30 tO speak, so as to geta comprehensive devel pment il cl ohe that 


will be the best from at least the present day view po ne and for the 
future so far as can be foreseen. Whether that should be in the form 


ot a precise arbitel S another question, he¢ ause that would be thy same 
is saving that a given agency is in effect omniscient with regard t 


} ? 


what should be done: but there Wol ld, L suppose, be available ecouUurse 


to the courts in the event there were, or there were he] eved to be, some 
unreasonable plan, not leaving room for a development downstream 


that would be proper. 
But on the general proposition of basin-wide planning we woul 
} } 


be 1n thorough accord that that should be the case, but that it sho 
not be merely the Fede il Government: that it should not have the 
Federal (vovernment in thre role of an arb ter. 

Mr. Mack. I understood you or one of your associates to state that 
the Missour! Valley Was such a vast } ro] et, that the full dev lopment 
ot it would cost about $9.000.000,000, that it is too lara to be under 
taken by private enterprise und is therefore naturally a Government 
undertaking. Would that also be true of the Columbia River with its 
multiplicity of dams and the enormous cost nvolved 4 ‘ould it even 
be possible for a Frou} Ol pl vate Companies tO carry ¢ t that 


deve lopment ¢ 

Mr. Scuemenueim. May I answer that th va nd I eannot 
answer that from the book, so to speak, but I have t inswer tT if from 
the personal standpoint because the report of Enginee 
Council does not cover that precisely. 


I would not personally agree with Mr. Whitman, if ntended 


I . 

SO LO imply, but I do hot thi K t! il he did LLP Vv. j L tlie \I “SOU 
tuation, and T would d to tl now the Col nae 
here }) \ ( ( i ) ( t cannot bid rtake t ( i Il 

| VN poe! | ! i VY Col ecie T li l oT ft 11} 0) ( ( yf 
ret Vp ite interest or a group Of private interest ound write 

t| » COM] lete development ol the Missour! Ol ot thie (‘ol nb } suit 

assuming that there is econonik oundness there i il if ee} l 

( pal rub—but assupniing that there Is economic soundness, | think 

it is now beyond question that private capital can be found to make 


eve lopment of t hie individual projects as they come arong, Ll. e@.. when 


} 
l 


clas they should be mace. 
| tale tvoua 


I 
rected to that. There are at least two instances now that show that 


e Speaking largely Ol power, and mv answer 1s di- 





thiat ict. mean by that thev show that pri ite capital n lar fe 
S| ilabl 3 Here are two instances: One 1s 1) t he ease oOo] the 
N ‘alls hvdroelectric development, whi h \\ yulad rul ove! 
l. lowatts, I believe, where a group of power companies in 
mv state. witl Whom | have nothing to do. lj ade " POSITIVE otter, 
addressed primal ly to Congress, I th nk, and poss bly to t Ss com 
mittee, for developing that, involving a sum of money as great that 
of any ndividual d on either the Missouri or the C« ! It 
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The other instance is this, and I think I am not speaking out of 
turn because items have been—— 
Mr. Jones. Colonel, you are talking about individual projects. I 
believe Mr. Mack’s question was on the treatment of an entire river. 


[s that correct ? 


Mr. Mack. Yes. I meant the e1 itire treal 

Mr. Scuemrenne tm. If I am completely « ff the beam 

Mr. Mack. H Ss answer is neht, thoug] B | think 10 IS a cood 
hnswer. 

Mr. Scueiwenne tm. Then may I finish it? 


Mr. Mack. You go ahead, sir. 

Mr. SCHEIDENHELM. The other instance is this, and I would not 

eak of it if there had not been items in the press rece! tly, and only 
vesterdav in the New York Journal-American there was an item to 


the ¢ fect that a gro 1p of private power companies ha submitted a 
proposal to the Atomic Ene rey Commis sion to furnish the power for 
\ project which has not been approved yet by the Congress, but 1s, 
as I understand it, to come before the Congress possi1Dly before this 
session 1S over—a project that is tremendous and woul 1 involve de- 


livered power of close to 2 million kilowatts. That proposal is in the 
amount of about $400,000,000. That in itself is a strong indication, 
and to me it Is proof, that when projects are sound economically, pri- 
vate capital can undertake them. 

Mr. ANGELL. Will the gentleman yield? 

Mr. Mack. Certainly. 

Mr. Ancett. Has the Engineers Joint Council taken any position 
on the so-called River Authority such as the TVA, as to whethe r they 
are sound, or whether they should be extended, let us say, to the Mis- 
souri and Columbia and other river basins? 

Mr. ScurmENuetM. No. The Engineers Joint Council has taken 
no position on organization aspects. 

Mr. Ancett. Have you any opinion as to the efficacy of such a 
procedure ! 

Mr. Scnremrenneitm. Have I personally? 

Mr. AnocEtu. Yes. 

Mr. ScurempenHetM. I have never had to come squarely to the ques- 
tion. I know that my inclination is against them, but I ought to know 
il] the facts that are involved: |} Vv and large ] think it is not consistent 
with a proposal for a maximum of local parti icipation, and I “ em- 
phas:.ing now the financial aspect because, if we can judge by the 
Tennessee Valley Authority, for instance, there is no varie ipation 
there by any State, munic ipality, local district, or private capital. 

Mr. Anastz. I think some three Governors from Western States 
appeared before our committee at previous hearings, although not 
before this special committee, in opposition to an authority for the 
Columbia River. As I recall it, their main reason was the lack of 
local participation and local control that would result from a valley 
authority. ; 

Mr. Steep. Mr. Chairman, may I ask one question ? 

Mr. Jones. Are you through, Mr. Angell? 

Mr. AnGetui. Yes: Iam through, Mr. Chairman. 

Mr. Jones. Mr. Steed. 

_ Mr. Streep. You made reference to the Niagara River. Some hear- 
inos have been held this session by this committee on that, and three 
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bills are now pending before th committee dealing with that project 
on that river. One is to permit the private companies to proceed with 
the development. Another is to turn it over to the New York State 
Authority. Another would, as I understand it, provide for the Fed- 
eral Government to construct and operate the power unit. 

In view of the report which you have made, which one of these three 
proposals now pending would the views of the Engineers Joint Coun 
cil apply to—the State authority, the private capital, or the Federal 
Government ¢ 

Mr. Scunemenneto. I think through its report the Engineers Joint 
Council would be saved the embarrassment of having to choose bi 
tween two of them. Its poli Ay would clearly be in favor of either t 
private capital or the State, but not the Federal Government. 


Mr. Donprero. Mr. Chairman, I want to ask this questio 
I think it is pertinent inasmuch as we are discussing policy. 


Do you know of any other instance, with the exception of two, 
where the Federal Government has authority in law to develop hydro- 
electri power: One. the Government o1 lv has a right to ae velop ina 
sell hydroelectric power in connection with a dam where the produ 
tion ot that power Is incidental to flood control, navigation, re lama 
tion or irrigation. That is No. 1. The othe is only where the national 
defense is concerned. 


Che question is, do you know of any other insta where the Fed 
. ‘ y ryt Ih 1 +1) Py } ] } ] 
eral Government has anv authority to develop yvaroeilectrl power, 


any where ? 
Mr. Scuemrennuetm. I would suppose that there is a third th 


ri ] ri } | , ] 
respect that a dam on Indian lands would in effect be constructed 
the Feder 7 Lrovernment, 
Mr. DONDERO. That ls for the purpose ol the « elopme 
A A 


public lay cl. 
Mr. ScuempeENnEetM. Yes, in effect. 
Mr. Donprro. Let us take up the question of Niagara power, 
sal 


NI 
‘| 
whi a my able ( olleague has rete! red to. On t] e que stion of Niag ira 


power, that water has become available through a treaty that has 
recently been made with the Dominion of Canada, but is there anv 
thine in connection with that proposed development of power 


Fic ateen ill a s ; ; ; 
far as flood control, navigation, reclamation or irrigation 1s concernes 


it Niagara ? 
Mr. ScuHripENHELM. None. 
Mr. Donprero. Not a single t] ng’, So that power stands naked 


and alo! e. 
If the Federal Government 


without any ol the se other sul ie tS Dell or 1] VOLVE d. then ecerTtatll 


> ] . ] ] 
eauthnoritv to aeve lop that powell 


the Federal Government is in the power business against its pia. 
citizens. ‘ 

Mr. Scuemenue tm. I wou 
first of all there would be faced and 1 
point as to whether it has that power. 

Mr. Donprro. I think that question is involved in this question of 
Niagara power. 

Mr. Jones. Colonel, a moment ago on the query of Mr. Angell as 
to whether or not you were for or against the Tennessee Valle 
Authority, your answer was that vou would be against that tvpe of 
development, and particularly the Tennessee Valley Authority, be- 
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cause it did not give recognition to local interests. I presume that 
you have in mind some conflict that must have come about between 
the Tennessee Valley Authority’s operations and that of some local 
agency of government. Now, will you explain whether conflict comes 
about between the Authority and the local sovereignties ? 

Mr. Scuemennuetm. I do not think, if I may be pardoned, or I 
am inclined to think that the chairman did not get my answer quite 
as I intended it. Possibly it was my fault. 

Mr. Jones. You restate it so that the chairman can understand 
what you were talking about. 

Mr. Scuemennuetm. I said that Iam inclined against the Authority 
because it does not leave room for local and particularly private 
development ; but the reason it seems to me is one that should be 
stated, and as long as it is a personal opinion ] expressed perhaps it 
may be permitted if I gave my reason. 

My reason is this: That over several decades in this country we 
have more and more delimited that sector of our national economy 
whi h contributes taxes for the support of the ( entra] (rovernment, 
and we have more and more increased that sector of the national 
economy which lives off the taxes paid by others. 

Mr. Jones. Do you realize we are in the area served by the Tennessee 
Valley Authority pay ing five times more taxes than the national 
average ¢ That is, in the area in which the Tennessee Valley Author- 
itv operates. 

Let us go back to loeal sover lenty. Do you know that all of the 
governments and States where the Tennessee Valley Authority has 
served have commended the Tennessee Valley Authority for its 
cooperation with the local covernments? 

Mr. Scuemenuetm. | have not suggested that there is not coopera 
tion there. 

Mir. JONES. As a matter of fact. there is not a si ole mayor or 
county government in the entire area that comp! uns of a trespass 
of the Tennessee Valley Authority on the lo al sovereignty. The 
whole theme of the ‘Tennessee Valley Author ty has heen local CO- 


operation and local participation Mn all of the r el deavors. 

Did you not sense that when you were down there ? 

Mr. Scureipennetm. I believe that is tru I have read enough to 
believe that that is true. I think there is one exception, but the chair 
] nw ll know f Lam wro ¢ on that, and that is there has been some 
‘complaint al mt not getting enough pavinent ! heu of taxes My 
point still remains. though. sir. I am not speaking of the failure to 


eooperate or take Into account the local people there. [ am not pre 
pared to enter into the pros and cons of the Tennessee Valley 
Authority in parti ular. but the fact is that where there is Federal de- 
velopn ent there is removed from the poss b lity of Federal taxation 
as well as the oreater part ot local taxation. a considerable portion of 
what would be taxed if it were built by priv ite capital 

Mr. Jones. Should that be the guiding rule for this committee to 
follow. that is, to look and see what tax returns are going to be pro 
duced, and not look at the works that need to be accomp!| shed in a 
given area in order to perfect full utilization of a stream the size of 
the Tennessee River ? 
Mr. Scueipennetm. No; I would not say that. 
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Mr. JONES. In all of the recommendations that you have had here 
have you analyzed the operation of the Tennessee by the Authority 
with respect to estimates of costs and a tual costs of projects : , 

Mr. ScCHEIDENHELM. No. This work of the engineers joint council 
has not concerned itself with any one project, or with any project. 

Mr. Jones. Have you taken into account the estimates of costs of 
the Corps of Engineers and the Department of the Interior on then 
projects ¢ You speak of scheduling projects with an estimation of 
had made any comparison of the ‘Tennessee Valley Authority w th tl e 
work of the Army) Corps ot engineers and the Department of the 
Interior. 

Mir. Scremennetm. There has been none made in connection wit! 
this report, but I do know that the estimates of the ‘Tennessee Valley 


cost being in disproportion to the actual cost. I just wondered if you 


. 1 
{ 


Luthority have been overrun to a Tar less degre a that of « hel 
he ¢ Orps of Kenge neers or the Burea 1 of Re lan atiol Howeve A I 
think in fairness it 1s also well to note that the estimate to 
reference Is mde, and wh n the Tem essee Val ey Authority Vi \ 
noure for the cost. that that estimate isa ; 

Mr. JONI Ss. A seasonable estimate. is it not 7 It witha eso) 

Mr. Scurmennieim. Yes. It is practically up to date. It is just 
before they are ready to construct. 

Mr. Jones. Would you su 


vest that it would be a w e course fo} 
> } 4 } ] 4 . 
this comimiittee to undertake, that is, to ft) oO gel these projects with 


season where the estimates will have some semblance to the final costs 
rather than projecting them ove in average of 10 5 years betTore they 
ire undertaken / ) 

Mr. SCHEIDENHELM. I think they ought to be reviewed Lore 
praised before there 1s ali step take! toward AUTHOrIZATION O71 a) 
priation. The recommendations in this report and in the states 
ubmitted are precisely to that effect 

Mr. Jones. Doctor, we are going to come back to you because I see 
we are not voing to finish before | o'clo k f we do not let you proceed, 


You vO ! is 


ht ahead. 
] 


Dr. Hoax. The first proposition that we have considered has to do 


conomic Justification, whi San important item in the consid 

erat Oo VY water-resource develo] ent pre f 

The I ( 1G er) shou! hat aert if el 
ment which is not economically justifiable nti ( t in L 

ly justifiable. For determining stifivation, there should b 
established criteria which are applicable to all functions of 1 devel 
opment and to all Federal agencies concerned. Ri ippraisals of such 
ie elopment should be made from time to t me, treating separately 
ind realistic lly the benefits and the cost by component where he 
develop ent is multipurpose, 

That is the broad general propositi i dealing with economic justifi 
ation. We pro eed then toa proposal hiay ne to do { enefits. 

Lh) thre ippral “| ot a water-resources deve loy r) 
nent funtior if the development be multipurp henefts 
hould be expressed in average annual monetary ter Kor t put 
pose of determin yr econoni just fieatiol . the benefits to be t 
CCg 1 fo. i Voiven funetion MW tf not ex eed the ilter itive eN] 
diture for the accomplishment of that function. The alter 
eX} lit t he ive ’ i i! Ost f the | eXD { 
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reasonably available, physically feasible, alternative means for the 
accomplishment solely of that function. 

We proceed then to a proposal having to do with the required margin 
of benefits over cost. 

In order that Federal water-resources developments may qualify 
as being economically justified, the ratio of tangible benefits to cost. 
each on an annual basis, should not be less than 4 to 3 (1.53) when based 
upon determination of benefits and cost 1n accordance with the EJC 
recommendations. 

Mr. Donpero. Do I understand that the recommendation is that 
the benefit should be $ S4 where So are expen ded to produce it ¢ 

Dr. Hoax, That is correc le 

Mr. Donpero. In other words, a margin of 25 percent / 

Dr. Hoak. One-third. 

Mr. Donvero. 331% percent / 

Dr. Hoax. Yes. 

In cases where the factors entel ine into the ratio cannot 


be estimated 
\ he 1 
closely or Where they may not be realized for a 


lone or an indefinite 
period in the future, the corresponding ratio 


should not be less than 
tO 1 434.0}. Depending upon the relative pre babilities of realizing 
within a reasonable period the benefits and costs involved. the re 
quirements, as to the ratio, may appropriately be intermediate between 


{tos and Ytol. 


Mr. Donprero. I really did not get the point that you made, that is, 


the condition whe ‘re you think that the benefit ~ should be 2 tol. Would 
you repeat that ? 

Dr. Hoax. TI ate, as 
closely as should pe, the “hae te thei are like ly to acerue from a pro]- 
ect, or where circumstances of the futur , 


1e point is this : Where it is d 


Lith ilt to estin 


may modify present esti- 
mates, then a larger margin of benefits to { 


Cost shoul 


a he emp loved. 
is wiser to use a ratio of 2 to ] 


We think under some cir imstances it 
than it is to use a ratio of 4 to 3. 

Mr. DonpI RO. If the project does not show that poss bility vou do 
hot think it should be adopted ? ve 

Dr. Hoax. It is sort of a margin of safety. 

Mr. Donpero. Like the reserves in a bank ? 

Dr. Hoax. Yes. 

Now, the ilps of the effect on projects 
price levels an important one. We make mere vy this comment: 
That in ieee | the adjustment ot both benefits and costs by the same 
multiplier is improper. I think it might be well to amplify that 
statement somewhat by saying what we mean by the caperepeaty ol 
using the same n nultiplier against both benefits and costs ; 

In reap x ul ing benefits and costs due to any ec shi inges in price levels, 
it is not re alisti or proper merely i 


‘aused Dy changes 


2 
] 
i 


yapp hy to each the same multiplier 
or price-level ed X. ‘J he result would | 


to retain the same ratio 
(be nefits to cost) regardless of price 


level. There is no necessary 
relation between the pertinent variations 
ratio as com es with thos se on the cost 
needs 


on the benefits side of the 
side. In this connection, it 
to be borne in mind that costs become fixed as of the time of 
construction or expenditure, whereas benefits will vary 
time in er future, depe n iding upon, not mere ‘ly , 
but als¢ , tec -hn ological progress 1n 


from time to 
changes in price level 
respect of the alternatives for the 
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several functions of a given water development. Each case must be 
considered by itself. 

Our statement on justifications by projects rather than by river 
basins is as follows: 

Individual developments or projects, whether of single or multiple 
purpose, should each be subject to the standard criteria of economic 
justification including margin of benefits over cost, except that such 
as are physically and of absolute necessity interdependent may reason 
ably be treated as a unit for purposes of economic justification. No 
exception should obtain as concerns general or comprehensive plans 
for a given stream or river basin. 

On the method and period of amortization we have this to s iV: 

As the specific method of making actual or hy pothetical payments 
in liquidation of the investment in Federal water developments and 


1 


in computing their costs, whether or not to be reimbursable to the 


Treasury, amortization should be on the straight-line basis and 
involve a period of not more than 50 years. 
It might be pertinent to cite the reasons we have five bor recol 


mending a straight-line method of amortization. 
(a) It gives the taxpayers earlier benefit of repayment, 1. e., a 
greater portion of the repayment occurs during the lifetime of the 


generation of taxpayers whose taxes ontributed to the investment. 
(6) The straight-line method is more conservative, for during the 
early life of the project the ch: ree Tor amortization 1s vreater than T 
the alternative sinking-fund and equal-annual-payment methods 
each of the latter being based on compound interest 
(c) Writing off the investment more rapidly during the earlier part 
of the amortization period, there would he less loss in event oft una 


ticipated obsolescence. 

Those are the three reasons whiecl seem to indicate that the stra a] { 
line method would be preferable for amortization 

We have Aa proposal regarding the charge {01 use or n ne 

The charge made for the use of money should cover all aspect ol 


all suc h cost. Commonly such charge Is desig) ated “interest.” How 


ever, interest on borrowed money 1s only part ot the cost. T} ere are 
additional costs, such as those of placu a loans, levy ne, coliecting., 
and aud ting Federal taxes, ete. 

Now, dealing with taxes themselves, we say: 

[n computing the annual costs of Federal water developments, fo 


cadetermingin 
should be | luded ai OUTS equivalellt to the taxes whiel 
to be paid were the lands, pnvVs cal Iniprovements and busin Ss, li 


any, hot exempt from taxation, whether Federal, State, or local. So 


yr economic justification or for any other purpose, ther 


Worl ic have 


far as practicable, lands and rights subject to taxation when acquired 
} 


by the United States for such developments should continue to be 


subject to the same requirements Ol local or State taxes (or payvme 


in lieu thereof), neludinge chan@ing assessments and rates of taxation, 
as would obtain if the lands al d rights were pt vately owned, 1. e. 
the United States should actually pay such taxes or the equivalent 


thereof. In the ease of Federal revenue produ Ine wate develop 
ments. the prince ple should be extended to provide To the pavimnent 
of State and Federal income and excise taxes or their full equivalents 

Mr. Mack. That applies to all Federal lands taken off the tax roll 


Dr. Hoax. Yes. 


99217 ~—I ‘ —12 


/ 
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Mr. Mack. ‘Twenty-four percent of the lands of the United States 
is now owned by the Federal Government. This has proved a hard- 
ship to most of the Western States, where at least 50 percent of the 
land is owned by the Federal Government. 

Mr. Donprro. That means the remainder of the populace in the 
particular State or county or township must bear that additional 
taxation which the Federal Government does not pay on its land. 

Dr. Hoax. That is correct. 

Mr. Donvero. In any case, it works a tremendous and serious 
hardship on the people. 

Mr. Mack. In the State of Nevada 8714 percent of the entire 
State 1s in Federal ownership. 

Dr. Hoax. Yes. So I understand. Our consideration of this sub 
ject does not comprehena those public lands which have been in the 
possession of the Federal Government for a lone time. What we are 
concerned with here is the removal of State and private lands which 
were tax producing, by the Federal Government. 

Mr. Donpero. Of course, if the Federal Government is taxed upon 
its projects the old-time argument of cheaply furnished power would 
vanish into thin air, because then they would be on the same basis 
as the citizens of that Government. 

Dr. Hoax. Yes. 

Mr. Curran. Mr. Chairman, I would like to raise some questions 
on this point before getting into the authoriz ition element. 

Doctor, the recommendation is that in the appraisal of projects 
the benefit cost ratio should be used. | would like to know. is that 
a standard procedure fer anything other than Federal pojects? Is 
there some equivalent to that appraisal for non Federal projects, 
and for private projects / 

Dr. Hoax. Certainly in any private enterprise that expects to 
continue In business, when a new development s uncdert iken there 
is some method of appraisal of the return from that project in terms 
of some factor or other which will differ from business to business. 


But certainly in deciding whether to expend a company’s money for 
a specific development the company will be quite sure, if it is a sound 
company, that it going to receive a requisite return upon its 
nvestment. 

Mr. Curran. T[ understand that, I probably did not make my 
question clear. 

Is this some benefit -« Sf ratio procedure that is used SO much 
thro oho t our Government used in pl vate enterprise ¢ Is that 
sort of procedure used or clo they use some other procedure ¢ Is the 


henefit-cost ratio the best method that can be used to evaluate these 
Government pre jo ts or 1s there some other procedure that might be 


used ¢ 


Mr. Scuemennuecm. I think in business, and ordinarily business 


Is condueted In terms of money and dollars, there just is not any 
question but that that is the measuring stick. It is a rare exception 
when there is some consideration other than a greater benefit than 
‘ost expectation. I could possibly conjure up in my mind some ex- 
ception to that, but it is generally so rare that that does apply. 

Mr. Curran. What I am getting at is this, is the particular pro 
cedure used by Federal agencies just as satisfactory as any other 
procedure I trying to scertain that the | nefits are i excess of costs ? 
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Mr. ScuetipenneuLM. It is more satisfactory. But I think it is well 
to bear in mind that business would not be content, and we think Gov- 
ernment should not be content with a mere minimum excess of bene 
fits over cost. That is just a matter of swapping dollars. There is no 
gain and there is all of the risk of one’s being wrong in estimates some 
where, particularly if the costs overrun, so that business would not 
conduct itself on that basis. They have to see something more than 
the cost, otherwise they would not survive 

Mr. Wuirman. I might say in connection with that matter that 
back in 1933 and 1934 I was chief engineer of the West Penn Elect 
Co. The cost of current and the fixed charge was so high that maz 
of those big industrial companies out there were paying a very high 
rate for the current. They were consilering the possib lity of build 
ing their own power plants. What they considered was that they 
would not build their own power plants unless they could get back 
the cost of those power plants In from. te » Vears, So that there were 
practically none of them, or there was only one that I know of that 
built its plant, and it was very sorry that it did. 

Mr. cx RRAN. That would be il litle rent procedure, Wwahting to re 
cover the investment In 5 to o vears, Using a favorable benefit COST 
ratio, even a 4 to 3 ratio, is going to require a considerably longer 
period to recover investment. 

Mr. ScuemenuenM. Yes, but is it so different in principle / 

Mr. Wiirrman. Yes, the principle is there. I might say we were 
talking about.taxes. Again back in 1935 or 1936 I was down in t 
Tennessee Valley Authority INL eae 
Grubb. I was down in Birmingham, Ala 
Valley Authority when stockholders brought suit against the Ter 
see Valley Authority. 

It was brought out in that swit that that was supposed to establish 
a vardstic k in those days on the Tennessee Valley Authority’s prices 


‘ase low mthere brou 


eh the case oT thre Penne ee 


for electricity. The Tennessee Valley Authority said they were go 
ing to pay taxes just like the private individuals. They were going 
to pay o percent taxes on their income. Well, the private companies 
were payll ge 15 percent on their income. That was te head 1 


that suit. 
With regard to private developments down there ther 


private company on one of the side streams. Whe t had alrea 
developed one dam they wanted to develop a second dam. The T 
nessee Valley Authority in order to keep them from developing t! 
second dam bought a lot in a small town which would have bee) 
flooded, and his company onld not flood Government property, =O 


that was their method of prohibiting this company from develop 
ing this project. 


Mr. Mack. In vour references to 5 p 


reent or lo percent of in 


come you are referring: to YTross moome snd not net mcome. Is that 
right ? 

Mr. Wiiraan. That is right—gross income. 

Dr. Hoax. I think the significant point that is involved in ad 
cussion of benefit-cost ratios is simply this: That unless a project 


specifically devoted to the national defense, the Government should 


just as much as private industry, operate its devel: pments ata el 
profit. ‘T he reason for that Is vhe the (rovernm nt operates a a 


velopment at a net profit il creases the national wealt WI 
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the Government operates a project at a net loss it decreases the 
national wealth. 

Mr. Curran. Doctor, on the bottom of page 7 with reference to the 
period of amortization you state: 

The period of amortization, although recommended to be limited to a maxi- 
mum of 50 years, should in no case extend beyond the reasonable expectancy 
of life of the development or its components. 

You propose a maximum period of 50 years ¢ 

Dr. Hoax. We feel 50 years should be the maximum. 

Mr. Curran. Fifty years is the maximum ¢ 

Dr. Hoax. Yes, and in some eases it might be desirable to use a 
shorter period where the life of the project were shorter, or some 
part of a multiple-purpose project might have a shorter period of life 
than the whole project. Therefore, the portion of the project that is 
estimated to have a shorter life than the whole project should be 
amortized over a smaller number of years. 

Mr. Curran. So the fact that a structure | 
be expected to stand 100 vears or more shou 
the amortization and the period should not carry beyond the 50 years 
in any event? 

Dr. Hoak. We think that 50 years is a desirable maximum number 
for amortizing a project, even though the possibility of the project 


ike a dam or levee may 
ld not he considered in 


having a much longer life is recognized. 

Mr. Donnrro. Have you finished your statement, Doctor. 

Dr. Hoax. We have a section dealing with authorization. 

Mr. Donpero. I think we would like to hear you. 

Dr. Hoax. We have a statement dealing with the subject of author- 
ization of water developments: 

Authorization of Federal water developme) ts should be solely by 
Congress; should be of individual projects fitting into comprehensive 
plans for streams or basins, but authorizations (as distinguished from 
approval of comprehensive plans) should not be in blanket form; 
and should serve as an absolute limit on appropriations. As to new 
projects, in general there should be no further authorization until 
uniform policy has been adopted. 

In amplification of that, we believe that, in view of the fact that 
there is no national policy dealing with the development of water 
resources, it would be wise to defer undertaking any new projects until 
a desirable uniform water policy has been developed by the Congress, 
We believe that authorizations of Federal water developments should 
become void if the project cost overruns by 2U percent the cost esti- 
mated at the time of authorization. 

Mr. Donprro. What do you advocate if it exceeds 20 percent of the 
authorization ? 

Dr. Hoax. If the cost, that is, the estimated cost, is overrun by 20 
percent, the project should become void. I perhaps have not said 
that very clearly. 

Mr. Donprro. Or at least reexamine it. 

Dr. Hoax. Yes. It should be reappraised and then returned to the 
Congress for reauthorization if the new circumstances seem to war- 
rant it. 

On limitations upon modifications by administrative agencies we 
say this: . 
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Authorizations of Federal water developments should be Congres- 
sionally reviewed upon any substantial change in project. 

Now, dealing with authorizations of Federal hydroelectric develop- 
ment we have this proposal : _ 

Except for meeting the needs of the Federal Government itself, 
Congressional authorizations for Federal hydroelectric power con- 
struction should be predicated upon the cash income to the ‘Treasury 
reasonably to be expected from the sale of power. In any case, authnor- 
izations should fully disclose the power purpose and should be solely 
by Congress itself. 

Bearing upon the Engineer Joint Council recommendations cover- 
ing avoidance of project planning, which may become useless, we say : 

1. More thorough investigation prior to authorization, including 
investigation of economic justification. (See pp. 196-198 of full re- 
port. ) 

' 9. Requirement of greater margin of benefits over cost; see item 
A-3 above. 

3. The setting up of a Board for Impartial Analysis and Appraisal. 

Our next item deals with that Board, and we say: 

There should be created a board for the impartial analysis and 
appraisal] ot Federal water projects and its review and r¢ port thereon 
should be prerequisite to the authorization or appropriation by Con- 
gress of or for projects of that kind. 

Mr. Donvero. Do I understand from that you would advocate a 
board being set up outside of the Federal Government ¢ 

Dr. Hoax. No. 

Mr. DONDERO. The procedure how, of course, 1s for the Board of 
Army Engineers to go over the appraisal and the facts with regard to 
any project. What Iam trying to get at is, do you recomme! d to this 
committee that a board be set up outside the Federal Government 
entirely ? 

Dr. Hoax. Our recommendation is that the board should be in a 
position to review decisions or recommendations by any agency. In 
the case of the Corps of Engineers they have a board of their own 
that reviews their projects, but it seems to me that that amounts prac- 
tically to the Corps of Engineers acting as both judge and jury. 

What we have in mind is a board whose personnel would be com- 
posed of individuals who had no connection with any Federal Agency. 

Mr. Donpero. That answers my question because I asked you if 
you would recommend to the committee that a board be set up outside 
of the Federal Government. 

Dr. Hoax. Yes. 

Mr. ScHemennHELM. I would think, Mr. Dondero, that it is not 
quite correct to say it would be outside of the Federal Government. 
That is, the recommendation is that it have official status and that it 
be a board responsible to either the Executive or the Congress. 

Mr. Donvero. But not connected wrth any governmental agency. 

Mr. ScHEIDENHELM. Yes, independent of any agency. 

Mr. Mack. The Army Engineers Review Board acts before the 
Congress authorizes a project and not afterwards, does it not ? 

Mr. Scuemennetm. Always. 

Mr. Mack. Is this essentially the same provision that is in the 
Hoover Commission report 2 











566 STUDY OF CIVIL WORKS 


Dr. Hoax. It is something of the same thing. I do not think there 
is too much difference, is there, Colonel ¢ 

Mr. ScHEIDENHELM. ‘The Hoover recommendation was positively 
to put this board—— 

Mr. Mack. In the White House. 

Mr. Scnemennetm. As an agency of the Executive. But the 
Engineers Joint Council itself takes no position on that point. I 
myself did not have any position on it, but 1 have come more and more 
to feel that, if it is to influence what Congress does, it will have to be 
an agency under Congress. 

Dr. Hoax. We have a proposal dealing with allocation of costs 

There is pressing need for ascertaining, just as nearly as may be, 
the cost of fulfilling the respective functions of a Federal multi-pur 
pose water development. For that purpose, distribution of costs in 
proportion Lo benefits is improper. For application generally and 
uniformly among Federal agencies, in apportioning the costs of 
jointly-used facilities, the proportionate-use-of-capacity method is 
recommended. 

Mr. Donpero. Would you like to enlarge on that a little? That is 
a very Important point. Rather than the ratio of costs to benefits you 
think it should be on the basis of capacity to benefit ¢ 

Dr. Hoax. Yes. We have a paragraph or comment on that, Mr. 
Dondero. 

The problem being essentially one of apportioning the costs of 
jointly-used facilities, such as dams, reservoirs, and water conduits, 
we recommend the proportionate use-of capacity method as afford 
Inga minimum of arbitrariness and a maximum of legic and equity. 
a hereunder the apportionment, AaMone the primary components, of 
such joint costs (exclusive of the parts thereof attributable to incre 
mental components, if any) is in direct proportion to the extent 
of use (of the capacity of the jointly-used facilities) to which the 
respective components are entitled. The method applies whether the 
costs to be apportioned are initial (1. e., investment) or annual. 

Mr. Curran. Doctor, there has recently come to the attention of 
the subcommittee an alloc at ion of costs that led to power rates recently 
approved by the Federal Power Commission for the disposal of elec 
tric energy in the area administered by the Southwest Power Ad 
ministration. There were two sets of cost allocation fivures used, one 
prepared by the Corps of Engineers and concurred in by the Bureau 
of Power of the Federal Power Commission, which came to a total of 
roughly $418,000,000. Of 12 dams, for 2 they used the allocation 
method that they called the “incremental-flood control basic,” and for 
the remaining 10 the “separable costs-remaining benefits.” 

Before going on to what the Southwest Power Administration 
recommended, have you any comment on those two methods? Are 
those comparable to the methods of allocation considered by the 
Engineers Joint Council and 1) the ASCE? 

Mr. Scneipennetm. Neither of those methods is in accord with the 
recommendation of the Engineers Joint Couneil. 

Mr. Curran. Neither? 

Mr. Scurmennecm. Neither of them. The separable costs-remain 
ing benefits method is relatively new, at least so far as my information 
goes. It was born during the considerations of the Federal Inter 
Agency River Basin Committee—its Subcommittee on Benefits and 














STUDY OF CIVIL WORKS 567 


Costs—which has come up with a tentative recommendation. That 
is a recommendation to the main committee and to the agencies, but 
it is a sort of compromise between what we would call a logical, 
straightforward method, on the one hand, and a method based on 
benefits, on the other. That is, these “remaining benefits” are the basis 
of subdividing those joint costs which are not attributable solely to 
any one component. That is the same as saying that that part is 
allocated on the basis of what the individual projects can afford, o1 
what the individual components such as power, flood control, and 
navigation can afford. 

On the incremental basis, which is the other one that you have 
mentioned, the allocation tO power, if | understand correctly Whit 
was done, and IT think I do, is merely that part of the pr ject. cost 
which is in excess of the cost of a different project, one which would 
accomplish ail of the purposes except power. 

Mr. Currax. The Southwestern Power Administration’s allocation 
of about S21S8S.000,000 1 based on a number of metho s. They used 
the “incremental flood control basic” method on five dams: “direct 
or exclusive power co ts’ on o1 e< “percentage ot benefits’ on one 
“ratio of power draw down storage to total stor we capacity” On 
three; and the “ratio of power benefits to total benefits’ on two. 

Mr. ScneEmIpENHELM. One of those apparently is very close to what 
we recommend. 

Mr. Curran. Which one is that / 

Mr. ScHEIDENHELM. The ratio of the power draw-down to the total. 

Mr. Curran. To the total storage capacity / 

Mr. Scuemennve tm. Yes. 

Mr. CURRAN. But the others are far from your recommend ition ¢ 

Mr. Scuemenne tm. They are. The need for having something 
which can command respect, let us say, as well as for the logic back 
of it, is very clear from the fact that here the Corps of Engineers 
comes up with an allocation twice as great as did the Southwest: 
Power Administration. 


Mr. Curran. Would you recommend that Congress specify rigidly 
how costs should be allo nl dor should there be some ititucde viveh to 
the agencies making the allocation ¢ 


Mr. Scueipenue tm, The recommendation there is that in any event 
willy-nilly, there should be an allocation made on the basis of the 


prop rtionate use OT capacity method. lf changes are to De Dhieate 
such be hoy sub q ienthy. together with the reasons for them: but 


if any changes are made, that those changes themselves be subject to 
specific ¢ riteria and qualific itions that must be met. 

Mr. CURRAN, Would you have any re ommendatioy as to what kind 
of agency of Government makes the allocation, that is, the construe 
tion agency, the power sales agency, or an independent agency, or 
would it make any difference ¢ 

Mr. ScuemeENuELM. That is somewhat an organizational matte 
and is not covered specifically. That is, the answer to your question 
is not covered. Therefore ] can merely give my personal view, while! 
is that, if the general method, to prevail first, before there is any 
adjustment, is prescribed, then I would see no reason why the ind 
vidual agencies should not initially follow that method out inde 
pendently: but the Board of Review would among other things review 


that matter of cost allocation so as to make sure that ther = rensol 
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able coordination and that the agencies do follow what ‘s prescribed. 
The Board should then analyze also what is done by way of adjust- 
ment or change. 

There are so many different things that can be done. For instance, 
if we take this Hells Canyon project which was spoken of earlier by 
Mr. Angell, I was interested to note in a quoted statement that the 


allocation there by the Bureau of Reclamation put upon flood control 


and navigation the capitalization of their full benefits. ‘Those were 
the only two benefits, I think, other than power. That left the 
remainder to power. The result was to cut down power. It did 


not apply the same method to the three components. It resulted in 
a smaller allocation to power than would otherwise be the case. 

Have I answered your question ¢ 

Mr. Curran. Yes. 

Mr. Wurman. That is allocation of costs. 

Mr. ScurmeNuEeLM. Oh, yes. This is allocation of costs. 

Mr. Jonrs. Dr. Hoak. 

Dr. Hoax. We deal next with the selling price of Federal power 
and: we have this proposition : 

For power sold and for power-development licenses at Federal 
dams, the Federal Government should require and receive payment 
at rates not less than such as correspond to the appraised power value 
upon which the construction of the project was predicated, excepting 
only where the pertinent market prices (“market values”) actually 
are less than such rates. The aim should be to secure, as cash income 
to the Treasury, the full value of the power as appraised at the time 
of authorization of or appropriation for the pre ject. 

Mr. Jones. Let me ask you a question there. What was the inspira- 
tion for this statement? Is it no true that the Federal Government 
makes rates based on the allocation of costs in investment to the hydro- 
generating facilities? Do you have projects where that is not true? 

Mr. ScHEIDENHELM. Where the Federal Government does not? 

Mr. Jongs. Yes. 

Mr. ScHEmENHELM. Some agency does it. 

Mr. Wuirman. That was not true on the original Tennessee Valley 
Authority dam down at Muscle Shoals. That dam and the power 
plant cost S6O.000 000, They reduced the charge cost to electricity 
to $19,000,000. If a private company had built it they would have 
had to plan on the $60,000,000. 

Mr. Jones. That was on Muscle Shoals? 

Mr. Wurman. That was back about 1935 or 1936. 

Mr. Jones. Did that take into account the over-all rates of all the 
projects or was it just based on the individual installation? You have 
to have some uniform rate. 

Mr. Wurrman. They determined on $19,000,000 as the rate base 
instead of $60,000,000, which a private company would have had to 
use in building that dam. 

Mr. Jones. If the rates that were prevailing at that time for elec- 
tricity sold by the private distributors were based on an investment 
cost you could justify it for about $2,000,000,000, could you not? 

Mr. Wuirman. At the Muscle Shoals Dam ? 

Mr. Jones. Yes. 

Mr. Wurman. No, sir. 
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Mr. Jongs. The Alabama Power Co. was buying it for about 2 mills, 
was it not, and selling it at 9 cents.a kilowatt? If you are going to 
take into account the high-rate factors you could capitalize it at more 
than that $60,000,000, based upon any prior rates that were obtained 
on the sale of it from the Government, with that profit going to the 
private utilities, could you not? . 

Mr. W HITM LN. I do not recall the figures you gave about what it 
was worth. but all I know in connection with it is that in forming the 
rates—and this was just in the beginning when it was just Muscle 
Shoals—— 

Mr. Jones. Before they turned it over to the Tennessee Valley Au- 
thority: it was built during the war. 

Mr. Wurm iw. No, sir. It was not built during the war. 

Mr. Jones. It was started during the war. 

Mr. Wuirman. It was started during the war, and during the war 
they spent $3,000,000. It was completed in 1927 and it cost $60,000,000. 

Mr. JONES. Yes. 

Mr. W uWITMAN. The excuse was that it was a war baby and the costs 
were higher because of that. As a matter of fact, during the war they 
only spent $3,000,000. The plant was not completed, I think, until 
1927. 

Mr. JONES. But it was started during the war. and that was justifi- 
eation for the original investment to build that Wilson Dam, was it 
not ¢ 

Mr. Wurman. It was not the Wilson Dam. 

Mr. ScHempeNHELM. Yes. It was the same. 

Mr. Wuirman. Yes, Wilson Dam. The TVA dam. 

Mr. Scureipenne tm. Either that or navigation. 

Mr. Jones. When it was turned over to the Tennessee Valley At 
thority it was recapitalized, was it not? 

Mr. Wurrman. Well, in the case on which I was down there, their 
rate base upon which they should earn was $19,000,000, while the ac 
tual cost had been about $60,000,000. 

Mr. Jones. When it was transferred to the Tennessee Valley Au 
thority did they not make an estimate as to the value of that plant 
for the Tennessee Valley Authority ¢ 

Mr. Wuirman. Yes. They made an estimate which was the darn- 
dest estimate I ever heard of. 

Mr. Jones. But the Tennessee Valley Authority did not do it. 

Mr. Wuirman. Yes: they did do it. 

Mr. Jones. The Tennessee Valley Authority made the estimate? 

Mr. WHITMAN. Yes. I was in the court case when the Tennessee 
Valley Authority presented their estimate. The Tennessee Valley 
Authority made the estimate. 

Mr. JONES. And the value of the dam was not computed prior to 
their turning it over to the Tennessee Valley Authority ? 

Mr. WHITMAN. The cost of the dam was known and it was $60.- 
000,000 for the dam and the steam plant. 

Mr. Jones. Yes. 

Mr. Wuirman. And the rate base which the Tennessee Valley 
Authority worked out—they had based it on costs which they had 
figured. They figured, for instance, in the cost of the excavation. the 
Muscle Shoals Dam had nearly a mile of cofferdam., and they J acl i 
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excavate out of the middle of the river, and the costs of that excavation 
I think were something like $2 or 83a yard. Their estimate that went 
up to Norris Dam where they were digging out of the ban was that 
they said they were doing the work for 50 cents a yard. I have for 
gotten the exact figures, but they said the cost of excavation at the 
Tennessee Valley Authority Muscle Shoals Dam was only about 
one-quarter or one-fifth of what it actually cost. 

They did the same thing with regard to the concrete in the power- 
house. They snid that the conerete, or the cost of it, was « nly about 
one-third or one-fourth of what it actually cost. In that way they 
got the rate base way down by putting costs on it which were 
absolutely unreal. 

Mr. Jones. Do you find any other instance in which you will take 
issue with the allocation of costs to navigation and flood control and 
generation of electricity at the Tennessee Valley Authority projects ¢ 

Mr. Wurman. I do not know. I have not been connected with it. 
That was back about 17 vears ago when | was in on that case, and I 
have not followed it closely since that time. 

Mr. Jones. What case was that / 

Mr. Wutrman. That was the case where the stockholders brought 
it. 
Mr. Jones. What stockholders / 

Mr. Wuirman. I do not know whether it was the I think it was 


he preferred stockholders. 

Mir. Jones. Of the Alabama Power Co. ¢ 

Mr. Wuirman. Yes. Of the Alabama Power Co. That’s right. 

Mr. Jones. What was the Al: bama Power Co. paving the Govern 
nent for that veneration at the Wilson Dam ? 

Mr. Wariman. I do not recall what they were paying. 

Mr. Jones. Do you know what they were selling that power for in 
‘lorence, Just across the river 4 

Mr. Wirtttm im, J probably cid at that time, but that was 17 years 
ago. I remember just the points I have mentioned. As a matter of 


— 


fact, I] read an article in connection with which ] just review cl 
shortly. I «lid not 290 Into the costs. 

Mr. JONES, Do vou know what allocation of costs to the ratio of 
Income It Was that tne Ite leral G veri \ Oot me cm Ws 
nvestment in the generation of the Voli Pr ’ ’ ver pmor to its 

tuisition by the Tennessee Vailey Authority / 

Mr. Wiirman. No. 


Mr. Jones. Is it not a fact that it was less of a return to the Federal 
Government prior to its being acquired by the Tennessee Valley 
Authority than it was when the Tennessee Valley Authority took it 
pi . ; 


Mr. Wuirman. I do not know 
Mr. Jones. I would ay 


| 


ypreciate it if you would look into that and 


supply it for the re rd. if vou would like to. be Luse it certainly bears 
on the allocation of OStS, The ultimate test is the return to the 
Federal Government, and since it was being sold to a private utility 


for about 2.9 mills. as I recall it. and being sold 1 mile away for 9 cents 
a kilowatt, of course that brings in other considerations. That is 
high priced transmission and servicing on the part of the private 
utility. 
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Mr. Wuirman. As a matter of fact, the Alabama Public Service 
Commission was setting the rates and restricting them to a certain 

mount of return to the Alabama Power Co. 

Mr. Jones. Yes. We know how they sometimes set rates. 

Mr. Wurman. I happened to be chairman of the Public Service 
(‘Commission of Maryland, setting rates for 7 years, SO I know some 
thing about how they set rates. 

Mr. Jones. I would have to take issue with the Alabama Public 
Service Commission since at that time they were setting a rate of 
¥ cents a killowatt-hour when they were buying it for transmission 
only a short distance of 1 or 2 miles. That would be rather unusual 
n vour experience, would it not 7 

Mr. Wuirman. It would be. but I do not know how that would 
atiect the whole system. The Alabama Power Co. I know was not 
inaking 414 times, or 20 times, or whatever it is, their costs. 

Mr. Jones. About forty-some times. 

Mr. Wrrrman. I know they were not making that much money on 
their property as a whole. li may be that you will have one spot 
that 1s much more profitable than other spots are. It is something 
like a street railway system. 

Mr. Jones. Is that the single instance you had in mind in bringing 
out this point about allocation of costs to electricity when there is 
an element entering into the construction of these projects / Is the 
lennessee Valley Authority Wilson Dam the only one that comes to 
your mind in making this statement ? 

Mr. SCHEIDENHELM. The ‘Tennessee Valley Author It\ and the Wil- 


1 
1 


son Dam were not in my mind at ill, nor Was any other project in 
mind. It is a matter of knowledge that there are various methods 
ised, and they differ and give different results. 

Mr. Jones. You mean between agencies / 

Mr. ScueipENHELM. Between the agencies 

Mr. Jones. Yes, sir. Now I can understand what you had in mind. 

Mr. ScuemenneioM. It had nothing to do with that aspect to which 
the chairman refers. 

Mr. Jones. I see. In other words, there is need for uniformity in 
llocation of costs between the various agence s that construct yaro 
electric generating units / 

Mir. SCLIEIDENHELM. \ es, not merely that. but it should be a low “al 
one. The recommendation is specific, that it should not be pred) 
ated upon benefits, because that is nothing more than charging te 
each what it can afford and does not vive any idea as to whether the 
iven component, be it power, oO} flood control, or navigation, 1s 
vorth while and is paving for itself. 

Mr. Jones. In other words. it should have some criteria on wl 
to judge each Installation rather than measure the tot il cost and 


etermine some arbitrary figure. 

Mr. Scuriwente iM. It is more than thet, sir. IT think the agencies 
ould not properly be accused of making an allocation by pulling a 
iwure out of the air and sa. Ine this she uld he if n relation to the 
total. They have criteria, but the criteria do not meet with the 
ipproval of the engineers’ joint council except ina relatively rev 
nstances, 

One of the instances cited by Mr. Curran with respect to the Sout! 
western Power Administration in 3 out of some 12 dams appeared 











572 STUDY OF CIVIL WORKS 


to be close to it. But whenever benefits are involved you do not 
cet anything more than charging what the traffic will bear, and that 
is not a logical and sensible thing to do. 

Mr. Jones. What should be done ? 

Mr. ScuemennHELM. Our recommendation, as was read by Dr. Hoak, 
is first of all to make an allocation on the basis of the proportionate 
use of capacity, which has nothing to do with benefits, and to set that 
up so that everyone who is at all interested may see what that alloca- 
tion is. Then, if there is to be departure from it, to set up that de- 
parture and the basis for it, but in departing from it prescribe certain 
criteria, 

I think I had better read those criteria into the record because I do 
not have them at my tongue’s end. 

Dr. Hoax. While the colonel is finding these points we have only 
one final subject on which we think the committee has an interest, and 
that has to do with subsidization. We have this proposal in regard to 
that: 

To the maximum feasible extent, the beneficiaries of Federal water 
resources developments should be required to compensate the Govern- 
ment, and hence the Nation’s taxpayers, for the benefits accruing di- 
rectly to them. Where, ne vertheless, there is subsidization, there 
should be complete disclosure in all details, beginning with the initial 
reports recommending the development or project for authorization 
by Congress. Subsequently, all pertinent reports, including annual 
reports, should disclose the respects in which and the extent to which 
subsidies are involved. 

Mr. ScHEmENHELM. I can give you those criteria now. There are 
three of them. 

First, the reduced allocation of cost against a1 vy component, the cost 
of which it is desired to reduce, shall not be less than the cost due solely 
to that component. 

By — nt we mean such as power, flood control, or navigation. 

Second, each of the remaining primary components, after such ad 
justment, shall still have an acceptable ratio of benefits to cost. Under 


the recommended criteria of the engineers’ joint council that would be 


a ratio of at least 4 to 3. 

Third, such reduced allocation of cost shall not result in allocating 
to any of the remaining primary components a cost— 

(a) Greater than if such relatively weak component or components 
were eliminated or absent; or, in any case, 

(6) Greater than the alternative expenditure for accomplishing the 
purposes of that remaining component. 

That is essentially the same as saying that no component will have 
been eliminated if the differenée in benefits between having that com- 
ponent and not having it is sufficiently greater than the allocated 
cost to make that ratio of benefits to cost — 

Mr. Jones. Thank you very much, Colonel. 

Doctor, I hope I am not being repetitious, but may I go back to the 
justification of projects rather than river basins? I wish you would 
elaborate on that a little bit and let me see if I follow you. 

Dr. Hoax. I think that the question here involves a point analogous 
to the one that Colonel Scheidenhelm just mentioned, which has to 
do with the allocation of costs. The engineers’ joint council favors the 
development of comprehensive plans, but project by project rather 
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than the i1uthorization of an entire plan for a basin at one time. We do 
oppose 1n this connection the use of the so-called basin accounts method, 
because that involves the opportunity to require a profitable portion 
of the rat velopment to carry an unprofitable portion. We think that 
every project should stand on ts own economic te 

Mr. Jonrs. You mean each individual part of a comprehensive 
program { 

Dr. Hoax. Precisely. 

Mr. Jones. So if the erection of a project would be a complement 
to some other project or some other works. the) t should not be 
included In the comprehensive pl orram ¢ 

Dr. Hi Lik. Unless the suecess of the compre! ensive program 1 eeded 
that part cular part. 

Mr. Jones. How are you going to divorce those types of things? 
Under your suggestion how are you going to get away from that sort 
of thing 
without including it in the whole. You cannot make an economic 


justificat ion without bringing into play the relationsh p of one project 


I do not see how vou are vyoing to ove able to carry it on 


to another. 

Dr. Hoak. ] think the color el has a point there which he would like 
to make. 

Mr. JONES. In e, Colonel. 

Mr. ScuempeNHELM. If the assumption be that there must be im- 
mediate development ol everything 


n the comprehensive scheme, 
then that would have to he the case. You W ¢ uld have to trent them 


as a whole. But that would mean de’ elop1 vy some Things wh h are 
premature, probably in the sense of need, but almost certainly in the 
sense ol le veloping some bad apples along with the cood apples. 
The re is no need Tor that. as we see it, and no economic Just fieat 0) 
for that. ()f course, if there were two projects whic! re pil aly 
not economically, but physically -so dependent upon each other, then 
literally stated in our proposition they should travel together. 


‘ , ; } ] 
oht be such a thing, for Instance, as a case of a power develop- 


1S 
Chere mi 
ment where there 1s an irre oularity of effluent or stream flow from it, 


so great that it would interfere with navigation downstream. Phat 
IS taken care of generally by ilding another power cle velopment 
lownstream, which operates on ad fferent basis and releases a uniform 


flow. 
Chere. there is pa | ade pendence. The Federal (yover} ment o} mVvore 
induly 


elise could not operate the main proyect without interferu 


with havigation, let uS say, and therefore something eise 1s needed, 

That Is one ot the Cases where there is that inter it pendence, How- 

ever, if the next development downstream were not needed for that 

purpose al d would not earn its salt. by reason largely of the dam te 

not being SO favorable or the flowage land being more cost V; then as 
1 


we see it there is no justification for constructing it. 


1 


The justification ot that project should come out by teelf ito the 
limelight, where it can be seen. If from the stat apo nt of economi* 
justification it ought not to be built, then that is an outcome w hy 


we think is a salutary one. 
Mr. Jones. Then that project should be eliminated ¢ 
Mr. ScHEIDENHELM. At least for the time ben co, What the future 


t 


may hold, with changing prices or le eds, is another matte) 
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Mr. Jones. When you start to develop a stream the size of the 
Missouri you just cannot have priority in execution without carrymeg 
out the comprehens ve work, can you? 

Mr. Scnemenneco. | think one can. Yes. I think one should. 

Mr. Jones. That brings me to another point. I do not know 
whether you covered it in here. Do you have any suggestions as to 
the priority of projects, that is, the priority of the relationship of 
authorized projects to be undertaken? Have you any comment o1 
that / 

Mr. ScueEIpENHELM. Selection among authorized projects ¢ 

Mr. JONES. Yes. 

Mr. ScuempeENuetM. One definite statement contained in the Engi 
neers Joint Council report is that the selection of the projects should 
not be on a geographic basis in order to scatter the projects all over 
congressional distri ts and States. The select lon should be ona better 


basis than that. I believe we go no further than that in any recom 
mendations as to what should be oiven priority. | doubt whethe 
any criterlo} could be set up which would be satistac tory tor choosing 


among the authorized projects, unless it were that 

Mr. Jones. Si ppose you have a project that has an economic 
justification of 1.6 to 1 and you have another project which has 
an economic justification of 1.3 to 1. Which do you think should be 
undertaken first. the one with the greater economie justification or 
the one with the less economic justification ¢ 


+ 


Mr. SciurempeNuetm. It was just that point which I was going to 
ada when I started with “unless.” The on ly exception would be that 
naturally the one that offers the vreatest ratio of benefits to costs 
should normally be given the preference. 

Mr. Jones. Do you have any suggestion as to how the Congress 
could proceed to see that those projects with a ratio of the greatest 
benefit as compared with total costs should be placed in construction 
first / 

Mr. Scurmennueto. I would suppose instructions to the agencies 
to bring those into the status of planning and requests for appro 
priations would be helpful toward that end. 

Mr. Jones Have you examined some of the authorized projects 
that are now being undertaken and for which funds are being made 
available? Some of the authorized projects that have a greater 
ratio of benefits are not being undertaken. 

Mr. Scuemenuetm. Have we examined them ? 

Mr. Jones. Yes. 

Mr. Scuemennuetm. No. 

Mr. JOoNEs. In that connection do you think it would be wise to set 
up in the executive branch of the Government an agency that would 
superintend the evaluation of those projects and certify them to the 
Congress for appropriation ¢ 

Mr. Wit AN. That has been recommend ad by us in the Board ol 
Review. Everything should go through the Board of Review to 
Congress. 

Mr. Jones. Should that be an Executive function ? 

Mr. ScnemenuetM. The Engineers Joint Council makes no ree 
ymendation as to whether it should be in the Executive or in Con 
cress. When that matter was up, while the chairman was absent. 
] ventured in response to a question on that point to express a per 
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sonal view, which is relatively new with me. I thought I did not 
take sides on it. I believe I do now. 

I think it would be desirable that it be responsible to the Congress 
rather than to the Executive, and I reached that view because I think 
that there would be greater readiness to accept the recommendations 
of such i board if the board were responsible to the Cong Ss thal 
if it were responsible to the Executive. 

Mr. Jones. Would that not depart from the ordinary heme « 
vovernment to have such an Executive function placed 1 the ha 
of the Legislative / 

Mr. ScHEmDENHELM. I am not sure that that is strictly an I 
function, or at least not solely that. The Exeeutive ! 


Mr. Jonrs. We already have that authority. 1 ommittees of 


I 
Public \V ] ‘ the « rs 1) 1} ry conimiittec ~ VE 
t ) \ din them at tl )) esent time 
Mr. Scr NietM. I do not doubt that the thorit 
\i J Ni =O, ] ] Kx y pore ‘ t se 
up anothe! leg lative branch We have t! Ly ivy of Congress 
anid the F wistative Reference sery to om to | i the fa 


information in that regard. 
Mr. ScuHemeNuetM, But, if I may be pardoned for saying it, I 
‘ j ; 


beheve if t me % the committe ( ( ong ( ( pea i 
. 1 
p sufficiently verse th on the t ' 
i ~ 
il Dress Ciy orga r | to @iy them 1) i} ret ( 


ordinary legislative operation of the legislative committees, with 
‘ ditional st {ff to appra e the relative values of thi lve iuthorized 
projects. 

Mr. ScuezipEnueim. I merely referred to committ bh LSé 
hairman did, but in our view a single board of oh qualit 

M J s. Let us oF bae! hat. You sey ( | al i 
! i) mpd app 7 l colng to be a creation of e legos 
lative branch of the Gove ment, wii going to ap} t that ) if 


Mr. ScueIpENHELM. As 2 body. we have made no recommendatio 
} 


to that effect. 
Mr. Jones. To go a little bit further. you made the suggestion, ane 


evidently there is some thinkine back of it that went to it Yo 
made the suge' stion to us, and for us to carr t out we wo | have 


to know what vour thin 11 
Mr. Scuemenuriom. Let me make it clear agai The Engineers 
Joint Council made no such recommendation. Ll merely expressed 
a personal view. 
Mr. JONEs. Let me read it. 


There should be created a board for the impartial analysis and pra’s 
Federal water projects and its review and report thereon should be prere¢ 
uisite to the authorization or appropriation by Congress 
that kind 


That isthe setting up of a beard of impartial analysis and appra 


Tl atois the KIC recom nat On. 


Mr. ScuemenuetM. There is no question about that L rind oO 
the chalrman’s quest lo related to oO ( or) | ; 


be the one. 
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Mr. ONES. If Coneres were to be the one, tell me how we would 


proceed to make the appoll tment of that be ard 

~ Mr. Scuemennetm. Then we would have to get into personal views 
again because the Engineers Jomt Council makes no such recom 
mendatio} There are various Ways 1n which it coul | be done. Lt 
there were ho ¢ h mee nm the et up of the agencies ana no change 1 
the set up of col rT"¢ ssional ohumittees, then | would suppose that the 
ippropriate Way OT doi ie it would he by appo ntment through Chie 
committees acting jointhv—through their chairman or otherwise. 


: , , ’ 
MEAN Could the Executive ao If with the approval oO! 


Mr. Wit 


Congress, eithel the Senate or the House. isa ovreat Ma \ i} poimtments 


I 
} 


ire mace / 

Mr. Jones. Mr. Whitman, I would think offhand that the President 
has the inherent it is a bad word to use nov adays —has the inherent 
right to appo nt such a board if he thought 1 would expedite the 
handling of such ‘ases, I am sure he could do that 


Mr. ScHEIDENHELM. Ina way he has done that. 


Mr. Jones. But he is now exercising that function through the 
Bureau of the Budget. 


Mr. ScHeIDENHELM. Yes. 

Mr. JONES. | lmagine that under his aut LOrILy he could select a 
group out of the Bureau of the Budget. Ile has an executive directo1 
lown there at the present time, through whom they are attempting to 


operate. Nevertheless. we are getting projec ts and obtaining funds on 


projects that aa not as vood as some of the pre ects which do not 

receive funds. That is what brought me to this entire discussion. 
Mr. Wurman. I think that is the reason why they are trying to 

vet this whole question of water resources stra vhtened out, because 


t has been so complicated where the projects which are hot worthy 


and some which are worthy have not vone through. 


Mr. Jones. This whole question of this impartial board has intrigued 


me no end be ise when Wl say imMpartia umd when it comes back 
to treating it as a leoislat ve function. the t becomes more compli 
cated. | honestly clo not see how that cal ery we 1] be qaone, 

Then we get ovel to the appol imment OD | ie President. | am quite 
ure the President, regardless of what party affihations he might 
hay S ilwavs charged W th being part | 1 mak or il appointment. 


tyvye=» \ 
Mr. ScuHripeNnHEeELM. We, Engineers Joimt Council, have no specifi 
recommendatio1 Oo 


Mr. Jones. Li the final ar ily l this is till eo rto ea body politi 
We cannot be divorced from it, and niehttully sO, HDecause 1t 1S the 


t 
nit. 


“ 


ivenue through which the people exercise their democratic maehts. 


We are the sentinels that are standing here, and we must at all times 


observe the rights of the people to be heard. I maintain you cannot 
put any agency or bureau beyond the reach of the people. “Where thi 
great question is going to arise is In getting this impartial board, 
because what would be impartial to you would be partial to me. 


So, 1t woes, on and on. 

Let me ask you this question: Would you go further and suggest 
that we have a department of Cabinet status for public works ¢ 

Mr. Scueiwenne tm. The Engineers Joint Council takes no position 
on that. We woul | 
Vie \\ 


Mii od NES, Wh it is youl personal \ ew. Colo el] ? 


| have to answer ona personal basis with a personal 











ent 
the 


the 


on 


lal 
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Mr. ScHEIDENHELM. My personal view is that at least the water- 
resources development should be put into one pigeon-hole or one 
authority. If that means a Department of Public Works, or of 
Natural Resources, let that be it. There are various ways of doing it. 

[ myself am not in accord with the recently publicized scheme 
which did not come before Congress. to put the Corps of Engineers 
within the Department of the Interior along with the Bureau of 
Reclamation, but I do think it is an appropriate thing’ to put the two 
together independently, and probably some other branches of public 
works along with them. As to just how far to go, I have not developed 
any personal view. 

Mr. Jones. In other words, you take issue with Mr. Hoover and 
Mr. Leslie Miller, the chairman of that subcommittee of the Hoover 
Commission, with respect to that phase of the Hoover Commission’s 
recommendations ? 

Mr. Scurmenneim. Yes. Personally I do 

Mr. Wuitman. He isa colonel. 

Mr. Jonrs. Does that express your personal views, too, Mr. 
Whitman / 

Mr. Wrorman. T really have not decided in my own mind just 
exactly what to do. { Say I have done quite a bit of work under the 
Corps of Engineers, and I have struck some ve vy fair pe yple m 3. 
and I have struck some who were not so fair. I do not know whether 
there would be any improvement by putting it under a department 
rather than leaving the Corps of Engineers independent. 

I say I have not made up my mind in connection wit] 

Mr. Jones. Doctor, what is your opinion on that score 

Dr. Hoax. I am pretty much in the position of Mr. Whitma It 
does seem that there would be a general advantage to the country if 
all agencies having to do with water-resource development were com 
bined in a single department. That epitomize Ss ] a few words my 
own impression that the general benefit would be augmented if all 


= — 


agencies hav Ine to do with water resource cevel ypme Ee 4 p rated 
under a single department or agency. 

In other words, we have at the present time something of the order 
of seven major agencies, I think, of the Government. concerning 
themselves with some phase or another of water-reso » develop 


ment. We have tnnumerable smaller bureaus and agencies that ave 
some concern with problems involving water projects. 

Mr. JONI Ss. There are OD agwencles al d bureaus In all, if that would 
be of any help to you. 


Dr. Hoak. It just seems to me ot od business sense to combine in 
one ¢ reanizat on al agencies havi 2 to do with a spect ea 

Mr. Jones. In other words, it is your notion, or your idea, that 
the functions of any agency should be transferred as well as the heads 


‘f the agencies that go along with it 


Dr. Hoax. Yes, It would then be tantamount to al type of 


. ’ . 1 


organization, wherein the aims of the d Ions OT terests coulda be 
reconciled more satisfactorily than appears to be t] Ise 
Mr. Scurrpenneuam. Mr. Chairman. I tak thou y 
om St pnecifically whe we ha referred to the ¢ sof |] re 
we have meant, as I meant, the civil function the Corps of 

































There W Or ore 1tel | | oO i \ 
vou know, under present fiscal policy there | 1) reat 
obtain hg funds lor carrying oul th VO! that Lave nh aubnorizea, 
and the period involved has been one in which there has been a change 


ih € ancieie factors. We have worked on the pren e® that e rat 
of benefits has Increased W th relation to the I 
vou find anv fault with that generalization / 
' Dr. H AK. Do I understand you correctly that v - 
cost-iIndex factor to multiply both the benefits I I Cost 
Mr..Jonrs. Yes. 
Dr. Hoax. That leaves you with the same ratio; does it not 
Mr. Jones. It leaves vou with the same ratio. 
Dr. Hoax. We do not think that is proper. While you were 
absent from the room we discussed that particu int. 
Mr. Jones. What I would like to have you comment on in that 
connection, because I saw your statement there, is how are we going 
to make a reevaluation of the ratio of costs to the ratio of benefits, 


id what factors should he taken into Cons derat QO! f t he re 18 to he 


i 


fl 
ree\ tluation 7 How is that to be accomplis! ed 

Dr. Hoax. I think Colonel Scheidenhelm can respo to that better 
than I. 


Mr. ScneipeENHELM. I understood t 


/ 


he word Vou sec to be ~~ 
evaluation” ? 


Mr. Jon Es. Yes, 


Mr. ScHrmpeENIELM 
7 


[ suppose the answer is that there should bi 





taken into aecount all of the things that were taken into account 

initially in makine the original evaluation. together with any nev 

factors that have come upon the scene, inch ding increases of costs 
f clon a this or that and nereased worth whileness of the benefits. 

It clo follo that, has been entirely too frequently assumed 

by the agencies, the step-up due to price level results in the same 

ratio of benefits to costs. That just is not true, unless in exceptior 
If it happens to come out that way, it is the exceptio1 


Mr. Jonrs. That veneralization vou would savy would be in error 


| } ’ 
pecaruse if aor not take into account the economic « anges that oc 
urred fr the time of tl] uthorization to some future date? | 
] ] , 1 “47 ' ae Ay 
ave reference now to the fact that with regard to the Corps of Eng 
at ee ear +] = | 1 c ] as ‘ee 
neers proyects, Something tike 1014 years elapses fro1 the time tney 
1 : 7 1 ; , 1, ; 
are authorizes INntli WOrkK SLaTts on them. 
Mr. Screrpenneim. That entirely too long. Of course, we po 
- 1 ] t 1 4 1 } ‘ " . ; 
ve recommend that tha hould he overcome by reappraisal 
VI 


Pe, Tig? the ehnairmayt rove rer TO 


, toa 
However, if we take a situation like the present. for instance. v 
i 










7 > ; ' . 
re pract ullv at the peak of price level as they ive veen nno\ 


ous theorie 











is to be b 
would be fixed 


nrecanst nin 










level But 4 henefits flow er the future ev fli over a | 














: ’ 
eriod If they are prope ly computed, they represet ea nable 


; 


, ; 
erage Tor the Tuture. 


We have made the assumption that the price level is going to drop, 


herefore. the verage of the | hts we } ro that 
' nit ale 
Vir. Je Es. If voi ! t t t 1} analvs t . ird times 
\\ < it] ) at ary 
\I “i NHELM. I thi that is are mm for ling down OI! 
lding of projects. Ye 
Mr. Jones. We are certainly holding down on them, too 
Mr. Scueiennetm. That same conclusion would flow from an- 
ther reason: namely, that the high price level is dne to a great eco- 
omic activity the country Industries of all kinds are working 
if top leve , Ol near top level Therefore, those who ! are using 
more of the vood things of life, including the necessities If you 


idd more water projects, vou make it worse. 

Mr. Jonrs. Let me ask you this question, which is rather funda- 

‘ntal and basic. Do you think-private industry should not make 
plant expansion in times of increased cost of materials? 

Mr. Scuremrnuetm. I would not put it so strongly as that. No, 

re 

Mr. JONES. Why would you not / 

Mr. ScHEIDENHELM. Because there may be absolute needs that can 
not be fulfilled at some other time. For instance m the present situa- 
tion, when it has been established as a national poli \ that the Nation 
must rearm, there are needs to be met and industries must meet them. 
But an individual industry which is not dependent for its market on 

vthing of that sort will look in the face as to what are the prospects 
or the future. Some of them, as now, are deferring th plans for 


expansion until they can get a better idea of the future 


Vr. JONES. We have h: id op ean f escerren l plant ex] 1s nn brought 


bout within the last 3 years or so, have we not? 

Mr. ScuempeENnnHELM. We ‘enon We have been in the process of ex- 
panding for a much greater period than that. 

Mr. Jones. That was t keep up with the econon crowth of the 
ountry because of dema d being placed on ther t < I; r wal 


ods but for cl\ ihan eoods as well. 


Mr. ScHEIDENHELM. Duri) ip Worms War IT and the 2 vears prac 
al preparation for it there wa of course, the defense and the war 
lemand, and that put aside te mpora rily, without however causing any 
nemployment—put aside tempor: ‘arily the production of other things. 
Chen that latter need had to be met afterward, but that has been pretty 
ch met Scat gana Micem aia eal = tem strate : 
Mr. Jones. The fact remains that we are not keeping ip with the 
levelopment ot our natural 3 esources i water in the same prop rtion 
atour economic grow! h and developm« nt has tal e] plac e. We are 
lling way behind in that respect, are we not? , 
Mr. ScHEIDENHELM. Assuming that that is ti nal 
v is that tl ot an unmixed evil. In my p ly hat is 
( o thar é be - en mes 
there ! e need tort ] t? l Vit ( \ the 
plovment that results fre tha To me it we he ar 
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Mr. Jones. In other words, you think we should wait until su 
times as our unemployment problems become acute, and then we should 
rush in and develop these projects we have neglected to construct in 
the past ¢ 

Mr. SCHEIDENHELM. I do not know that you have to rush in. Wit 
suitable planning it can be done without so much rushing as w: 
evident in the middle thirties. 

Mr. Jonws. In the last depression. 

Mr. Wuirman. The PWA. 

Mr. ScHEIDENHELM. Because there the demand, not merely from th: 
Evecutive but from the Congress, was for things planned sufficient) 
to goahead. It does not have to be in that form. 

Mr. Jones. Should we not proceed to make these proper develop 
ments in water resources withiut waiting for those extraordinary 
times to be upon us? Take the tremendous floods that occurred re 
cently on the Missouri River. Do you not think that is a rather com 
pelling reason for us to make all haste in developing that river s 
that we will not have the continuous recurrence of floods and annua! 
losses of our agricultural production, as well as losses of life and 
property ¢ 

Do you think the Federal Government owes some obligation which 
it should discharge in the w ay of these civil works ? 

Mr. ScHEWENTIELM. There are a number of questions there and my 
answers have got to be personal ones because the Engineers Joint 
Council did not cover that exc: pt to the point of giving its blessing. 


for whatever that is worth, to holding off from intensive developmen 
during periods of high national activity. 

Mr. Joneses. Does that not depend more or less on the dollars 1 
cents involved rather than the human values to be accrued? That 
the value of so iety itself. Is that not a rathe pe bay yr reason W! 
we should LO along with this pro] ct rather than pla the empha: 
on what is to be ace rued to our pocketbooks / 

Mr. SCHEIDENHELM. If one were to say that the aspect of hiuma 
life and value is controlling, then that carries with it the assumptio 
that by building this or that the loss of life and value can be avertes 
but that just is not the case. It has been my observation—and IL live 
quite a few years and thought over these things that when somethn ch 


happens as for instance in Kansas on the Kaw River last year, and « 
the Missour! now. there is a great to-do about vetting things done t 


avert the repetition of that on that particular stream. However 
probability—probability, I say—the next thing of equal importanc 
that \ i] happen ‘i ' il] be on some entirely clitferent stream. Y ou ecanne 
meet them all by doing that, and a few years of delay is not going t 
be as 11h] ortant, ¢ verything take a into consid ‘ration. as is the ben: 
ficial effect on the li itional economy by foing o a more sane coul 
of holding back in clues of great pros] erity and aoling more duri 
times of less prosperity. 

Mr. Ji NES. Do you think We are proce ihe il indue haste 
the present time ? 


Mr. SCHEIDENHELM. In some respects, yes 
Mr. Jones. Where? 
Mir. ScurmpennieLM. Oh, I think on the Columbia River for ons 


Mr. Wittrman. The Arizona project. 
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suc 
10uld 
ict in 


Mr. JONES. You do hot think we are proceeding wisely with our 
orks on the Columbia River / 

Mr. SCHEIDENHELM. Personally that is my view, yes, but please do 
Wit ot blame the Engineers Joint Council for that view. , 

ones Mr. Jones. No, sir. 

Is there any thing further from you, Doctor? 

Dr. Hoax. I have nothing further to contril ute. 

Mr. W HITMAN. Mr. Chairman. is the central \riZol project 
r ahead, do you know ? 


Ww: 


r) 
I 


ent] Mr. ScHeipDENHELM. That is not authorized. 
. Mr. Wuirman. I did not know. 


n th 


Mr. Jones. Iam sure I speak for other members of e@ col ttee 
elop : ’ - 
nary io had to leave early when 1 Sav that we wanttot tnK you we 
ee ire sorry we have detained you this long. It has been a most interest- 
( ‘e ae » . . . . . 
con PP aiscu We thank \ su. Dr. Hoak, a | Mr. W ii , al Oo! 
PY irse Color Scheidenhelm, who has bee ol esl l to 
; Ce COTMRMILtLes We have } id Opportunities or [eye 1 4 <0 TY 
nua! ae . =a 
scuss these problems particular. VW rom 
and ae 
i@ DOtTtTOM OT Our hearts. 
hi Dr. Hoax. We appreciate being here. 
Cn , , ' 
Mr. Wuirman. We appreciate vour courtesy. Mr. ¢ 
P] [ 
lm Mr. Jones. We will adjourn until 2 o’clock. 
Hiy y 1 ~ ] ° 
oe (Whereupon, at 12:45 p. m. the subcommittee adjourned until 2 


7 .m. of the same day.) 
sing, . 


ment 
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WEDNESDAY MAY 14, 1952 


House or Revresenratives. 
ComMMITTEE ON Pusitic Works, 
SpreciaL SuscomMirree To Stupy Crvi Works, 
Washington, D. C. 


The subcommittee met, pursuant to adjournment, at 2 p. m., mn 
room 1302. New House Office Building, Hon. Robert EK. Jones, Jr., 
presiding. 

Charles D. Curran, staff director. 

Mr. Jones. Mr. Rising, the subcommittee received and recorded 
your presentation on May 2, the date our staff director, Mr. Curran, 
scheduled your appearance before this subcommittee. As you know, 
circumstances beyond our control had forced a change in schedule 
and it was not possible for us to receive oral testimony from you and 
your colleagues at that time. We will place the statement you pre- 
sented on May 2 except the two enclosures in the transcript of hearings 
at this point. The other material will be placed in the files of the 
subcommittee. 

(The statement referred to is as follows :) 


STATEMENT OF E. W. Ristni 

Mr. Chairman, my name is Ek. W. Rising. I am vice preside f the National 
Water Conservation Conference, with office at 1215 s Leenth Street NW 
Washinzton, D. C. J] am appearing today as spokesman for ; roup of repre 
sentatives of nonprofit, non-Federal organizations that have been interested in 
the development and utilization of our land and water resources I any 
years 

Also present®ind ready to assist me in answering questions that ! : é ked 
after I have completed my statement are Mr. Lachlan Macleay, president of 


Mississip Valley Association: Mr Will am H Webb. executive vice nresident 


National Rivers and Harbors Congress; Mr. William E. Welsh, manager. Na 
tional Reclamation Association: Mr. Don McBride, a er, Oklahoma Water 
Development Association: Mr. Fred J. Fredrickson, representing the North Da- 
kota State Water Conservation Commission: and Mr. George R. Heidrich. vice 


president and area director, National Association Soil Conservation Districts 
We are here, Mr. Chairman and members of the committee, upon your invita- 


ion We greatly appreciate the courtesy extended to us. We do not wish to 
qualify as technical experts: however, all of us have been engaged for many 
years in natural-resource d lopment, and we hope that ir comment nay 
e of interest and aid the committee in its work : 

We believe that our natural resources should be develoned tiliz ir 
the benefit of the Nation with special consideration of lo : nd State 


interests 


We believe that we should proceed with resource deve op! 


program with a minimum appropriation of $1 billion annually for ! 


ii 


ent nder a ind 
of flood-control, soil-conservation, reclamation, and navigatior projects. We 
favor larger appropriations of $1% to $2 billion in normal years, for development 
of our water and land resources. We believe it unwise and impractieable to 
ontinue the “no new starts” policy 
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Hundreds of miitions of dollars of property and many lives are lost annually 
through disastrous floods. Our food requirements, also, make it necessary that 
we proceed with an accelerated program of soil conservation, flood control. 
reclamation, and drainage of our agricultural lands. 

Isxperts tell us that in the period between 1940 and 1950 the cultivated acre: 
of the world decreased about 3 percent while in the same period world population 
increased by 200,000,000 persons 

Our census figures indicate that the population of the continental United States 










increased over 40 percent in the period 1920 to 1940 while in the same period 
our land av lable for rops dropped from 503.073.000 acres to 450.694.000 acres 

The facts are that we have been able to maintain our f l supply largely 
because of conversion of land As examples, about 65,000,000 acres of land 
formerly producing hay and grain for over 30,000,000 horses and mules has been 
released to produce food for people. Our present horse and lle population 
has been reduced to about 7 million or a net reduction of 23 

Re m of cotton a ge in the South and transfer of perhaps as many 
35,000,000 acres of pasture and haylands in the G t Plains ft ! g wheat 
has also aided materially in maintaining the su f d f I ‘Asi 
population. Science has also played an import I d the | few 
yeal n providing better fertilizers and farm p1 

N withstanding all of the conditions mentioned | d ‘ of 
incr 1 quantities of food for human ¢ um] n, we fin t our agricul 
tural imports exceed our export Witl d ‘ l and 
channels of trade often interrupted, the hou I tit yre 
el ely on science and imports to provit “asing f i requirements when 
there are opportunities to protect and re > our existing agricultural land 
by soil-conservation and flood-control and to develop new lands by 
construct ation and drail s 

lr} Cor neers have been enga 1 in proving eh oO nd 
rive fol ind flood control for more t mn 150 years. The Bureau 
of Re« D likewise been engaged l [ a me! our water 
resource f on of land since 1902. Serious efforts toward ¢s conserva 
tion on} deral Government beg } 

Government agencies have basic plans for de l ind and water 
re ( rf f ir major river basins. O é s are subject to 
improvement nt year by year nce with the i easing 
and changing people. 

I d eonti in at the top f the hill where t first trickle of 
water starts be an underlying princiy 

\ top-of-the nvolves the folk 

1) € e1 use best adapted from standpoint of ng-time flood 





protection and profit 
(2) Improvement in cropping system through crop rotati 
(83) Improvement by additional pasture and forest cover 

(4) Detention structures 

These detention structures catch water and release it graduflly 
smaller streams do not overflow. Such structures, together with other soil 
conservation measures, cannot control big floods. We must have in addition a 
large number of flood-control and multiple-purpose reservoirs; under programs 
of the Corps of Engineers and the Bureau of Reclamation 

The current construction program of the Corps of Engineers includes projects 
that are estimated to cost in round figures $5 billion. This program is approxi- 
mately 68 percent complete. Of course continuing appropriations should be 
made from year to year to carry this program to completion. In addition 
another group of flood-control projects that will cost upward of $3 billion are, 
in our judgment, greatly needed. Also certain additional rivers and harbors 
projects costing around $600,000,000 should be given early consideration 

The current construction program of the Bureau of Reclamation includes 
projects that will cost when completed $2,700,000.000. This progr is approxi- 
mately 80 percent complete. In addition another group of reclamation and 
$500,000,000 are, in our jud; nt, needed 


so that the 











multiple-purpose projects costing about 
at this time 

We are submitting for the information of the committee lists of the Corps of 
Engineers and Bureau of Reclamation projects which we suggest should be 
placed under early construction and for which appropriations should be made 
in addition to appropriations necessary for completing the projects now under 
construction. 
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Of course there will be additional new projects that will be f t be 
ally needed from year to year, 


] _ } 











that As already indicated we believe it to be absolutely necessary that our soil 
rol, conservation program be continued and on a broader basis \ i ental 
tatement in support of the soil conservation program is sul ed here 
ase While no attempt has been made to reach a definite agreement we sugg fo. 
Lon onsideration the division of the recommended b dl { 
struction program along lines as follows 
ites 
od ] 
_ Corps of Engineers ) 
pely Bureau of Reclamation 25 
and Soil Conservation Service 0 
een 
io We believe the amounts ntioned would permi ! 
nd completion of projects DOW l ( tru¢ mii Mi ] 
herein and also the beginning of a few additional | y 
eat eeded. This as already indicated should be a mini m program and ild 
in be expanded when the judgment of the Congress, econo ondit nit 
few such actio1 
We ( I need that t | yer tl ve lgg I ( ‘ t Ww 
of unde ‘ s uct nh, Wi ¢ e new values, W elimipat cle ! wiste 
cul and will not interfere with the defense effort. Money spent to é 
ind projects inves nt that w pay good divi s i ve 
‘ely are convil rojects will be s tures | pre ed ~ 
hen We may allies mail n s yr and growing ¢ but 
ind while we ing it afford not to develo} my 
by at the same time? We are now spending more lI ‘ > dollars reign 
countries on water and soil development progra n we re sp g on 
ind like projects in the United States. 
au The Republic of Mexico is reported t sy ng approximately 12 percent 
ter of her total annual appropriations tor pi t ‘ | \ soil 
va resources while we, in the t ted States, are spe g S ! f 
1 percent for similar purpose 
ter I have recently seen two documents ¥ h I would like to bring ‘ n- 
to tion of this committee One of the a Ime! entit gress Spends 
ng Billions for French Seaways.” Whe 11 ned the pages | ere 
spending S? OOO 000 000 th oh May ‘ md ECA o 
of tion projects in ta t ! | 
tyre t¢ ' t< r by thy 1 eD t of ¢ AX } 








rd eopie wl & a \ i ] i} SOT 
t tables in the United 8 ‘ ri I Ss ag i f } 
plate It be done, bu g ( n 
clamatio1 nd flood control be nning nov 
oOgral Ss rapi l Sé 
the no new t p s Wh 1 ( ( ving It 
oil irces is comple her yv policies stified 
1a e munitions oi I ex ne po} i ) 
ms ourselves and I then we ) n 
is and drought, increase the productivity of our agricultur 
cts more kilowatts of hydroelectric en We ly i 
xi- tinue to drag our feet on these progr ve n tl resent emergen¢ 
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Suggested list of reclamation projects which should be included in program for 
construction 


> 


SUPPLEMENTAL STATEMENT RE! 


mm project is required, under 
] + 
{ 


as well as economic jus 


l ification 
meeting the criteria that all benefits n t equt 
s, must also show a full return to the Federa 


to irrigation and other reimbursable tunctions 
lv recognized today that clamation, alo 
rece development, must 
n-wide developme 
levelopment and util 
Future reclamation projec 
and smaller projects of a 
ose of th ast decade 
Che cos f such develop be beyond 
the ability t water users alone, ; y n view of this situation, as it is 
developing, it i nly reasonable that ali of the revenues from such project, 
ncluding revenues from pr r, should be used to repay the reimbursable 
sts le project. 
The use of power revenues, along with other revennes to repay the reim- 
rsat costs of reclamation projects, is not new In fact, it is as old as 
reclamation itself. The act of April 16, 1906, stated: “Moneys derived from 
h leases’—lease of power developed on reclamation project shall be covered 
into the reclamation fund and be placed to the credit of the project from which 


Ta 


such power is derived.’ 

Such use of power revenues has become historic and traditional 
been universally accepted by the Congress and the entire Nat 
century. This proven and accepted policy must be continue 

Originally, power revenues were made available to assist in the repayme 
of reimbursable costs when produced from power installations from units of the 
same individual project However, with the broadening concept of reclamation 
projects, along with other types of water resources development from a single 
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unit, to a basin-wide multiple-purpose basis, the concept of the availability of 
power revenues for repayment of reimbursable costs has been correspondingly 
broadened. Today, reclamation projects are often authorized on a basin-wide 
basis. The use of revenues from all phases of a Federal water development 
program, including the power features within the basin, are authorized to the 
extent necessary to fulfill the repayment requirements of all reclamation costs 
within the basin. 

A significant basin-wide program was the Missouri-River Basin project, usual 
ly referred to as the Pick-Sloan plan. Here, the entire Missouri River Basin pro- 
gram was authorized in the 1944 Flood Control Act as one project. This au 
thorization of the Missouri River Basin project by the Congress permits the use of 
power revenues from Federal power features to assist in repaying the reim 
bursable costs of the entire project. This pooling of all revenues for repaying 
the reimbursable costs of the entire project is essentially what is meant by the 
term “basin-account” A similar pooling has also been authorized by the Con 
gress in the Central Valley project in California 

There are other river basins in the West, including particularly the Columbia, 
the upper Colorado, and the Arkansas, which are in various stages of investiga 
tion and development, all of which will require the same basin-wide, multiple 
purpose treatinent in order to establish financial feasiblility the orderly and 
continued development of these great river basins of the West is of the utmost 
importance, not only to the West, but to the entire Nati 

The only way in which the West can continue to grow, develop and prosper 
is through the use that is made of its available water supply, particularly for 
irrigation and reclamation. In view of the regional and national importance 
of reclamation, it is imperative that the policy which not only has proven highly 
satisfactory but which has been universally accepted for half a century, should 
be continued, namely: 

1. Reclamation projects wherever feasible should be authorized on a basin- 
wide, multiple-purpose basis. 

2. Revenues from all Federal water resource development features within 
a basin, including but not limited to power revennes, should be utilized to the 
extent necessary to fulfill the repayment requirements of the reimbursable 
features of the project 

3. When, because of a national emergency or for other reasons the power 
features of a project in an area or river basin are authorized prior to other 
project features, then provision should be made whereby the power revenues, 
over and above those required to return the power investment to the Federal 
Treasury, may assist in repaying the costs of the later development of the 
irrigation and other reimbursable features of the project 


SUPPLEMENTAL STATEMENT RELATING TO WATERSHED PROGRAMS 


The tables following this statement show estimated appropriation needs for 
watershed works of improvement embracing the activities of the Department of 
Agriculture to be carried out under the Flood Control Act of 1936. 

It is our sincere conviction that watershed programs need to be stepped up 
for purposes as follows: 

(a) To provide flood protection for smaller valleys above the sites of down 
stream reservoirs, 

(b) To stabilize watershed conditions and protect our agricultural resource 
base, and 

(c) To protect downstream reservoirs and channels against excessive silting. 

It is our conviction, moreover, that the upstream watershed programs are 
complementary to main channel programs of reservoirs for flood control, irri- 
gation and related purposes, but are not in any way a substitute therefor. 

Eleven watershed projects were authorized to be carried out by the Depart- 
ment of Agriculture in the Flood Control Act of 1944. We are informed that 
review survey reports have been completed on two of these (Trinity, Tex., and 
Washita, Okla.-Tex.), and will soon be submitted to the Congress. Review sur- 
veys are under way on three others (Colorado, Tex.; Coosa, Ga.; and Potomac, 
Md.-Va.-Pa.-W. Va.). Where data are available, our tabulation shows the esti 
mated total Federal cost determined by review surveys 
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In addition, we have listed a total of 27 additional watershed projects for 
which surveys have been completed by the Department of Agriculture. Reports 
mn 10 of these surveys have been submitted to the Congress 

We feel that appropriations should be expanded as rapidly as possible to 
minimum of $100 million annually for the watershed programs authorized 
submitted for authorization, or to be submitted this year. The estimates pre 
based on conferences with officials of the 
of Agri 





sented in our tabulation have been 
National Association of Soil Conservation Districts, the Department 


culture, and others interested. 

The programs presented in these watershed reports provide for the installa 
tion of flood prevention and watershed stabilization measures, such as small 
ipstream retarding structures, debris basins, major gully control, channel im 
provements, etc. They provide also for stepping up the rate of application of 
and-treatment measures to keep pace with the progress of installation o 


f flocs 


prevention measures 
We do not think that these watershed 


programs should include plans o1 
estimates for any agricultural programs other than those that are exclusively 
or technical assistance and construction of upstream flood water retardatio! 
structures and associated soil and water stabilizing measu 

These programs do not conflict with the “going” nationa 
Department of Agriculture for providing techni ‘to soil conservation 
districts or incentive payments to farmers for 

r own farms, nor for carrying out needed forest and range 


They do provide a basis for planning by subwatershed 


cal assistance 


the instalkation of soil econserva- 


tion measures on thei 
manacement programs, 
areas in cooperation with local organizations, the needed total watershed sté¢ 
bilization and flood prevention programs that are essential to give this country 
a balanced upstream and downstream development, conservation, and 
its water and related land resources. The estimated financial needs are, there- 
fore, over and above the “going” programs of the Department of Agriculture 
except for the amount being currently appropriated under the flood control 
item for the 11 authorized watershed programs 


use of 


It is our understanding that the Department 
veys on nearly 50 additional watersheds which may be submitted to the Congr 
for authorization within fiscal year 1953 or later. We have not taken int 

tional projects for which no firm estimates of total ler 


’ nr 


is now engaged in making su 


account these addi 
cost are yet available. 


Estimate of appropriation needs for watershed wo eofr proven 
1 ‘ 

ri for 
( M4 
( (} l 
I > ] \I 
I ttl I il ty M S 
Los Angeles, Calif 
I ‘ IT ° \ \ I \ 
Santa Yne ( . 
I Revie 
M hita (Revie Okl | 
Ya , Mi 

Subtotal j 
hese 11 authorized projec ts would be completed in an average period of 10 years 1 

eginning in fiscal year 1953 as shown in estimates below. 
Authorized costs shown in survey report adjusted to reflect 1949 prices 
iwress in 1952 


Cost estimate in review survey report expected to be submitted to the C 

‘The Department is now engaged in making surveys on an additional 27 watersheds, with s 
ites for completion in 1953 and 1954. If authorized, additional funds for beginning installat 
provement would be requested in fiscal years 1954 and 1954 


99217—52—pt. 314 
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Program cost per year 
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STATEMENTS OF E. W. RISING, VICE PRESIDENT, NATIONAL 
WATER CONSERVATION CONFERENCE; LACHLAN MACLEAY, 
PRESIDENT, MISSISSIPPI VALLEY ASSOCIATION; WILLIAM H. 
WEBB, EXECUTIVE VICE PRESIDENT, NATIONAL RIVERS AND 
HARBORS CONGRESS; WILLIAM E. WELSH, MANAGER, NATIONAL 
RECLAMATION ASSOCIATION; DON McBRIDE, MANAGER, OKLA- 
HOMA WATER DEVELOPMENT ASSOCIATION; FRED J. FRED- 
ERICKSON, NORTH DAKOTA STATE WATER CONSERVATION 
COMMISSION; AND GEORGE R. HEIDRICH, THE NATIONAL ASSO- 
CIATION OF SOIL CONSERVATION DISTRICTS 


Mr. Jonvs. You have with you today, I believe, Mr. Macleay of 
the Mississippi Valley Association, Mr. Webb of the National Rivers 
and H irbor Congress, Mr. Wi Ish of the Natio al Reclamation Asso- 
ciation, Mr. McBride of the Oklahoma Water Development Associa- 
tion, Mr. f'rederickson— 

Mr. Risinc. Mr. Frederickson has not come in vet. but is expected; 
and Mr. Heidrich, of the Nation il Association of So | Conser\ tion 
Districts, is present. 

Mr. Jones. As I understand it. you want to say a few words and 
then you will proceed with Mr. Heidrich in order that he can keep 
an appointment with the Secretary of Agriculture. 

Mr. Rrstne. That is correct. 

Mr. Jones. You may proceed. 

Mr. RIsina. My hame is E. W. R sing. Before proceeding may I 
request that members who have been previously supplied with a copy 
of our statement add at the end of paragraph 2, page 1, the name of 
Mr. George R. Heidrich, vice president and area director, National 
Association of Soil Conservation Districts. 

Due to the fact that Mr. Heidrich has another appointment and 
must soon leave. I am going to ask that consideration be first given 
fo comments on soil conservation, which bevu S with the last para- 


graph on page 3 of our statement. 


Let me say that we believe in and support the soil-conservation 
rwehnieal-accictance ors se FY hs flo Oy ol chon] hea} 
technicai-a lance program. L!Iso that flood contro! ould deg) 
at the top of the hill where the first trickle of water starts Uh 
should he: inderlying principle. 

\ top-ol the-hill program involves the follow ! 

(1) Conversion ot land to ust best lapted from sta apou of 


long-time flood protection and profit. 

(2) Improvement in cropping system through crop rotation. 

(3) Improvement by additional pasture and forest cover. 

(4) Detention structures. 

These detention structures catch water and release it gradually SO 
that the smaller streams do not overflow. Such structures, together 
with other soil-conservation measures, cannot control big floods. We 
must have in addition a large number of flood-control and multiple 
purpose reservoirs, under programs of the Cor ps of Engineers and the 


Bureau of Reclamation. 
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Without further reading of our statement relating to soil conserva- 
tion I am going to ask you, Mr. Chairn:an, to allow Mr. Heidrich to 
offer his comments and also that members of the committee ask Mr. 
Heidrich any questions they have in mind relating to soil-conservatioi 
programs before we proceed with other sections of our statement. 

Mr. JONES. 7 Almay proceed, Mr. Heidrich. 

Mr. Herprter Mr. Chairman and committee members, our 
National Associa if Soil Conservation Districts is the association 
that represents the supervisors of the districts in the United States, of 
which there are soinething like 2,400. You may wonder why we, wh« 
are interested n ly in soll and water conservation, want to associate 
ourselves with these other organizations with represen itatives before 
vou. It is because we feel that our interests are along the same lines, 
although we are not advocates of flood-control measures as they ui 
generally known, that is, big-dam measures. 

We do not in any way think when we advocate soil-conservation 
measures as flood peovenees measures that it will in any way do 
away with the need of these large dams. Not at all. I think it is a 
question as to the exact amount of flood control or prevention that 
conservation measures will do, but we know they doa great amount of 
good. 

This year our national convention passed quite a few resolutions 
regarding various matters, and I want to read this one to you which 
has a direct bearing on our appearance here: 

“We have recommended that leglislation be prepared and presented to the 
Congress which would force any Government agency seeking funds for the cor 
struction of large dams to include in the estimated cost of such dams the cost of 
adequate water- and silt-control measures on the watersheds above the proposed 
dam sites and, further, to provide that these iueasures be carricd forward and 
established concurrently with or prior to the construction of the dam itself 

I think it is rather obvious why we think that these soil-conserva 
tion and water-conservation measures should be taken care of possibly 
even before the dam is constructed, because these measures alte flood 
conditions. They alter the water-flow timetable to such an extent 
that sometimes it 1: hecessary to ti ike them into considerable account 
in designing large structures. 

That is about all that I have in the Wily of a statement to you, except. 
of course, I hold myself ready to answer any questions I ean that 
might be put to me. 

Mr. Jones. Mr. Heidrich, have you given any consideration as te 
the requirements in the wavy of funds that are ne ‘ssaryv to carry on a 
comprehensive progra m of land treatment to produce flood eontro 
throughout the entire country ? 

Mr. Hemricu. Yes, sir. We have given it a lot of thought, M1 
Chairman. It is no use saying that a certain huge sum of money 
could be toto now and made the best use of, because it 
takes a while to start such a program. At present I would say you 
could very well make use of possibly 20 to 30 million dollars a year 
ad on ional appropriation to the Soil Conservation Service for assist 
ance to wat tershed associations and soil-conser\ ation districts for 
this work. Whe n they once vet under wav so that there will be no 
wastage of funds, $100,000,000 a year we uld not be too much to take 
eare of this wor! 
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] believe there would be ho Money ve iter spel t {! i tro Ork 
than for this purpose. 

Mr. JONI Ss. Have you examined some ol the proposals ww pe nd 
ing before ¢ ongress and analyzed the amounts requ ed for the 
capital investment as compared to tne amoul eq i the 


land treatment ¢ 
Mr. Heipricu. In a general way. Mr. Chairman. Uf v ' 
specific questions maybe I can al wer them You me: l i1t10 
of one to the other? 

Mr. Jones. Yes 


Mr. Hemricn. | can make just this one gene statement: that 


The ra Oot Miron re Ired’ Tort eC CUO ry ! Pa abo ( = 
mses ry Mai! mp ed 1 ne structure ce 
Te ‘ ( | 
vil, shONES, lake Chie mreel) rivel report if no re ; o, 
House Document 261, Eighty-second Congress—the Gr R n 


Kenti ky and lennessee. Ni ety-seven percent o th ( Lire e fit ; 


oT that project VW 1] He l ASSOC ited benefits.” TI ree percent will 
ee {| Od COnNLrO! j i9 not think there “ i] pro t ‘ y 
or with funds that have been author | 


benefits Yo percent 


Would vou think 1t would be wise for Coner ) tho the 


works where it could proceed, o; \ bia he hette »>w + 3 +i] ch 
time as the national emergency has passed LO ¢ ite those works ¢ 
Mr. Hemricn. Well, sir, being as how these projects In a Way pay 
for themselves and they afford protection of property and | ind 
and our soil, | think it would be a mistake 1 tT thi ( 
the emergency Is over. lf | could havea vlad 
vould be ove) na vear or so that would be li fi ‘nt prop 
but this seems to be an almost endless way I f ve ha prea 
ow, and I doubt very much if such work shi put off 
Mr. Jonrs. On this basis of the reports showin, no flea 
tion tor Federal investments in these agr itil pros 
ratio ol production as compared with the rat ( st OV 
ded increase in production and im ret 


Mr. Herricu. That is correct. sir 


\ T Tf "an ' | } > 4 T," i 
Mr. Jones. If it will reflect to the benefit o e Federal Ge 
+ ] 4 } ‘ 
ernment in increased production, wil! i Lot 
i 
; : ; , : 
Ion OF irmer to ake these 1mprovements ‘ 


a i 
Mr. Hemricn. Yes, sir. 

Mr. Jonrs. Why is it necessary then that we take o1 iand- 
management program under the guise of flood control to make these in- 
» individual farmers to carry out soil conservati vhen 
the same thing will benefit him dire tly? 

Mr. Herpricn. That is the same question that has been asked about 
all the conservation efforts, and I think this is the answer, You take 
‘a given farm that has been under cultivation for possibly LOO years 
and the damage that has been done to that farm through malpractices 
or 1g7no0rance, or V hatevel you want to eall it. That has cont? ibuted. 
It is true that almost every measure that farmer could take to safe 


7 


pro 


vestments tf 


guard his land would immediately bring him greater benefits 


himself, but in manv cases the costs of 


duetivitv and in net returns to 
these improvements in money and in the disruptions of his farm enter 
prise are so great that he does not consider putting them in, and when 


he does he tells himself. i“) Vi il] do this today, and this next vear. 
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Without further reading of our statement relating to soil conserva- 
tion I am going to ask you, Mr. Chairman, to allow Mr. Heidrich to 
offer his comments and also that members of the committee ask Mr. 
Heidrich any questions they have in mind relating to soil-conservatioi 
programs before we proceed with other sections of our statement. 

Mr. JONES. Y nat may proceed, Mr. Heidrich. 

Mr. Herprter Mr Chairman and committee members, our 
National Associa ‘f Soil Conservation Districts is the association 
that represents tlie supervisors of the districts in the United States, of 
which there are something like 2,400, You may wonder why we, who 
are interested n ly in soil and water conservation, want to associate 
ourselves with these other organizations with representatives before 
you. It is because we feel that our interests are along the same lines, 
although we are not advocates of flood-control measures as they ul’ 
generally known, that 


g 
y > > # ! . . : 

We do not in any way think when we advocate soil-conservation 

1 

i 


is, big-dam measures 


measures as flood pre vention measures ft 


Lat t wil hn any way ao 
away with the need of these large dams Not at all, | think if is a 


question as to the exact amount of flood control or prevention tliat 


conservation measures Ww il] do, but we ky ow they evreat amount o] 


good. : | sat ai , 

his year oul national convention passed quite a few resolutions 
regarding various matters, and I want to read this one to you which 
has a direct bearing on our appearance here: 

“We have recommended that leglislation be prepared and presented to 
Congress which would force any Government agency seeking funds for the ¢ 
struction of large dams to include in the estimated cost of such dams the cost of 
adequate water- and silt-control measures on the watersheds above the proposed 
dam sites and, further, to provide that these iueasures be carricd forward and 
established concurrently with or prior to the construction of the dam itself 

I think it is rather obvious why we think tha 7 li-conserva 
tion and water-conservation measures should be taken ‘are of possibly 
even before the dam is constructed. be ause these measures alter flood 
conditions. They alter the water-flow timetable to such an extent 
that sometimes it 1s necessary to take them into considerable ace ount 
in designing large structures. 

That is al tall th: Th; »1n the Ps ate , , x¥cre 

hat is about all that lave In the way of a statement to you, except, 
of course, I hold mvself ready to answer any questions I can that 
might be put to me. 

Mr. Jones. Mr. Heidrich, have you given any consideration as t 
the requirements in the way of funds that are necessary to earry on a 
comprehensive program ot land treatment to yproduce flood eontr | 
throughout the entire country @ 

Mr. HEIDRICH. Yes, sir. We have eiven it a lot of thought, Mr 
Chairman. It is ho use saving that a certa 
could be appropriated now and made the best use of, because it 
takes a while to start such a program. At present I would say you 
could very well make use of possibly 20 to 30 million dollars a year 
additional appropriation to the Soil Conservation Service for assist 


ance to watershed associations and soil conservation ad 


n huge sum ot money 


istriets for 
this work. Whe a they once wet under Way so that the re will he ho 
wastage of funds, $100,000.000 a year would not be too much to take 


care of this wor! 








I believe there would be no money better spent ol wor 
than for this purpose. 

Mr. Jones. Have you examined some of the } positis \ 
ing before Congress and analyzed the amounts required for the 
apital investment as compared to the amowu eq 
land treatment ¢ 

Mr. Heiwricu. In a general way, Mr. Chairman. (ff \ ny 
<pecific questions mayve I ea nswe nm ) ! " t ar 
of one to the other? 

Mr. Jones. Ye 


Mr. Hewricu. | can make just this one genet state that 
The rat 0 of mone rev req tor the ¢ rval if 5 

} = \ ! ) | ct ! 

Mir. ONES lake thre trreel R ver report Thin hnoy\ be ng’, 


House Document 261, Eighty-second i 
Kentucky and Tennessee. Ninety-seven percent of the entire benefits 
‘ ted benefits.” Three percent will 


of that project will be 1 issocint 
or with funds that have been author | trol 
benefits ~) percent, 

Would vou think 11 would b vise tor ( ! ! thor rhe 
works where it could proceed, or would it be bette oO wall ti] ch 
time as the national emergency has passed to execute those works ¢ 

Mr. Hi IDRICH. Well. Sir, being as how these p or Sina Way pay 
for themselves and they afford protection f property and | ind 
ind our soil, I think it would be a mistake to | this 
1 emergency 18 ovel lf l could h ewiia 

ould be o vear or Sé t would |! i] t } } 
but this seems to be an almost endl way of ec 
now, and I doubt verv much if such work shi tI 

Mr. Jones. On this basis of the reports showin: 0 hea 
tion for Federal investments in these ag i } er} 
ratio of productiol as compared with the rat { ‘ ny 

ided inerease i prod Ictiol and nrett 

Mr. Hemricnu. That is correct, sir 

Mr. JON :. 5 { will reflect to the b nebe Oo Live Ie le} i tr 
ernment mn increased product on. W t not ( | - 

1On Ol h irmer to make thes lnprovements ¢ 

Mr. Hemricn. Yes, sir. 

Mr. JONES. Why Ss 1t necessary then that e take on 12] l- 
management program under the guise of flood control to make these in- 


vestments to individual farmers to carry out soil conservati vhen 


the Ssanie thine will bei efit him directly ¢ 

Mr. Hemricnu. That is the same question that has been asked about 
all the conservation efforts, and I think this is the answer. You take 
a given farm that has been under cultivation for possibly LOO years 
and the damage that has been done to that farm through malpractices 
whatevel you want to eall it. That has contr buted. 


} 
’ 


>? iwnorance, or 


It is true that almost every measure that farmer could take to safe 
guard his land would immediately bring him greater benefits in pro 


+t returns to himself. but in manv eases the costs of 


uctivity and in net 
these improvements in money and in the disruptions of his farm enter- 


prise are so great that he does not consider putting them in, and when 


he does he tells himself, “T will do this today, and this next vear 
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In other words, I t 
vation of that 


Cases tO put 2 con plete I; i} 1 the farm for the preset 
. . : 1 
land takes up to 20 vears if you leave it up to the farmer, and that is 


too jong to walt. 
Mr. Jones. Most of your programs are 10 and 15 years, as contem 
plated by the Soil Conservation Service. 
Mr. Hi iRiIcH. That is correct, sir. That thie completed project 
Mr. Jones. Take a project such as 1s contemplated in the Missour} 
Valley. The total amount required to carry out the land-treatment 
program 1s between 8 and 9 billion dollars on the basis of 1949 costs, 
which about $3 billion would be in Federal payments. I think that 
a 5U-year program. 
The next question is. Where are you going to get that money from ? 
Mr. Heipricn. I realize the tremendous sum of money. Yes, sir. 
Mr. Jones. Then multiply that by the watersheds all over this coun 
trv and we get to an impasse where we cannot do anything 
Mr. Hemricu. I have this to suggest in that respect, Mr. Chai 
There are a lot of these estimates as to the costs of such measures 
. ericultural 
‘oorams than plain SO land water conservation and control. If all of 
‘other projects and propositions were deleted from the plans it 


not cost nearly that much. I will not venture even to give a 


the land that in many cases take into account othel 


ie 


as tow hat could be saved, but it would be very Cons derable. 

Mr. JONI Ss. Do you th nk a program could be accomplished by the 
authorization of and the appropriation for the capital improvements 
and a technical-assistance program without making payments similar 
to Af Y over and bevond t} Oe made available at the presel time / 

Mr. Herpricn. At the present time I doubt that very much. In other 
words, | am saying I do see the usefulness of an ACP program if prop 
erly controlled and handled. 

Mr. Jones. Under the soil-conservatiotr proposal re] ‘there are 
19 practices that are accredited for receiving ACP payments over and 

law. Do vou think iT should be 
a Federal respon 
bursements to 2 ‘.rmer for building fences? 

Mr. Herprici In most cases, and as a general statement. I will 

say. No, sir: Ido not. On that we have a very definite stand regarding 
LCP program and it is this 

I want to Say this: We are sympathet c to the aims and 

to whicl he ‘ ire. Dut we see a 

i] prob] m when vou talk about 10 and ID al A hillion. To 


work done at the earhest possible time wi n the confines of 
fin il Por ib lit es We are going to have i eeXnnil > ur whole 


Position. 
Mr. Herpricuw. I think that is correct, sir. d like to make 
this statement respecting our position on ACP. We Say that if there 
are to be ACP payments to farmers for conservation measures they 
should be limited to the measures that are of a permanent type 

ir. Jones. Would you name them / 

Mr. Herpricn. IT can name some of them. Contour plat 
for holding water in small structures. 

Mr. JONI s. Those are eanital limproveme? t 

Mr. Herricn. That is right. 
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Mr. Jones. Let us go to the land-management 
nd apart from making capital investments 
lerracing would be one. 
Mr. Heiwricn. That would come under it. 
Mr. Jones. ‘That is 2 permanent improvement 
Mir. Heipricu. Yes. 
Mr. J INES, L{ they are protected and you have peopie there 
that they are protected. Strip farming is another. 
Mr. Heripricu. Yes. 
Mr. Jones. Grassing is 
Mr. Herpricu. Toa certain extent. 
Mr. Jones. ‘Tree planting is another one. 
Mr. Herpricn. Yes. 
Mr. JONES. W hat others would you clude In that ePcory 
Mr. Herpricn. I would rather say the ones I would not include 
Mr. JONI s. That is fine. What would you not include ? 
Mr. Heipricu. There may be some 1 would miss 


but when vou come to the applications of lime and 


/ 


and so forth, it Ss very quest ona! ein niy mind as | 
if that treatment versus what it costs people—— 
Mr. Jones. In that you disagree 
\oriculture / 

Mir. Hempricn. I most certain 

ae i 
establish a 


OTass SOC, let US Say, ON 
ts own protection or for water retardation. 
Mr. JonEs. You mean when it is 
profitable crop to be put into grass / 
Mr. Herpricn. [f you like, yes. 
lime—their benetits ar SO oby ious 
| know you Cal show plenty of 
benefit, and it ts. but the benefits are 
I see no reason why we should e 
that materia] rong to the farmer. 
fama fal rand I have made use of the 
tart. JLy tot Inco s from farmi go, and that is 
bout it, and velieve that is the way most—l \ 
most of our supervisors feel. 
Mr. Jones. Do you not think that unit demonstration farn 
be an invaluable assistance in affected areas where flood control proj 


? 
Lo) 


ects are under way as further inducements to farmers to put in 


practice sound agricultural methods that would contribute to fl 0d 
ontrol ¢ 

Mr. Hemnricn. I think anything of that nature would be worth 
while. That one in particular I think would be worth while. Yes, sir 
I certainly do. 

Mr. JONES. Would it hot reduce the amou 
vould he required tO Carry out the general program 

Mr. Heiwrricn. | would rather pul it another way. 
rather say you would be more bound to get your mon 
whatever was spent. | 

Mr. Jones. The reason I say that is. I have a farm a1 
m the farm. and I have a neighbor who has a unit demon 
I saw his increased production with proper use of 
hetter AOTC! ltural practices, and I began to put in the 


/ 
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he had, at Iny OWN expense, Y et I came out 


If it had that influence on me I would naturally presume that th 
I 


i 
othe r people in that immedi ite locality wo ild have hy same ben fit 
unit test demonstrations could be used along with techm 


be we could accomplish the same hing that Is nov 


bhave enongh money to: 
I think you ct 
be too important. 


4 su 


precedent 


rather than 
ao hot ka O* 
urmal 
would 


you would have ‘ nost th Sahiie pel at required 
Into operation he Feder O rime mud tor 

WOU) ) ] { 
Mr. HEIric uw. No. I do { K , this reason: If vou are 
ron oto starta program th: ] aid for and au horiz . you get under 
L\ and it starts tomorrow ‘next year, al t will say iat it takes 
rs to do it. However, it 1 Raa | ake you 1 yea ret some of 
farmers to start with merely a nonstration. know in many 


y 


takes : ) ) Ime to vet ; armer to start When you send 
| { 


the « 

rh own dis t tha \ nave | »] working 

program, anc ie tarmel here have not 

» the fact that the) e1g bor re o ay ahead 
howing results. 

. Youare from North Carolina / 

Mr. Hemricu. No, sir. I am from West Virginia. 

Mr. JONES. I was going to take a project in North Carolina. Let 
us sav that the farmers at the Pee Dee River are told by the Fed- 
eral (iovernn ent, “We are tty to authorize a oO} Cl down there 
and if you go ahead and do this work, then t] Vederal nan nt 
is going to come down there an build these dams and give t cal 
assistance, and that sort of thing. Do you not think that aaana be 
an inducement to those farmers to the point where they would go 
ily tcl nd put their oll-conservation ices into efl 

Mr. Herpricu. You are 
vould enhance it? 

Mr. Jones. Do you not think that w 

Mr. Heiwricu. I sort of think it would. 

Mr. sede a least it ha never been trie 

Mr. Hi ‘ ar is correct, | do not 
been tried. l vay it has been tried 
ouess, 

Mr. ar ia nel l Has hee quite Suck 
it not ¢ 
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Mr. Herpricu. IT believe so, but whether it is successful from the 
standpoint of a dollar’s worth of good received for a dollar spent, 
I cannot tell you. Ido not know. 

Mr. Jones. Let us VO back to the 
when they first started that program th 
nessee Valley \uthoritv in carry 
as directe D ner thi ugh the 
a program 

MIiti: itive. 

Mr. Heipri 

Mr. Jonrs. S« his method presu 
the Federal pi rticipatic hn. and rathe) 

his adem je wy 


1.4 


Mr. 
droug! 

Mr. 
would be 
woul 


thank you very 
thi progr tm. 

hd Risin 
our views rel: 
for adding 20 to 
ar 


assistance progra 


‘ 
‘ 
' 


$60 million a year. 

The last page of our statement ains a summary, wh 
would adi | $20) million this vear to the SOU ial mm techy i 
item, and next year $40 million, making it a total ‘of $100 mi 
year, when we consider both the watershed-construction p1 
the technical-assistance program. 

We understand one of the things that this committee is concerned 
with is the fact that all of these programs, authorized or proposed to 
be authorized, will run into many billions of dollars. While you 
recognize that all of these programs have merit you ish to find a 
wav where certain most essential things can be done within the limits 
of the economy of the United States. 

Mr. Jones. Let me ask you a question at that point, if you do not 
mind my interrupting you. 

Mr. Ristne. I would be very glad to try to answer it. If I cannot 
answer it, these other gentlemen can. 
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Mr. JONI s. There have been seve ral suggestions ni de th il we have 
in impartial board created. fe: have suggested it be a creation 
of the Legislature or of the committees, and that it should be ap pointed 
by the House and Senate to analyze and give a reevaluation of the 
projects and have a priority established based upon the ratio of 
benefits to costs, giving higher Eacorsty to those having the better 
benefit ratio. Others have suggested that that sume function be cat 
ried out by a board appointed by the President and responsible to 
the Executive. 
What is your thinking along that line, if any ¢ 
Mr. Rising. Of course, that is a subject that we have all given a 
oreat deal of thought to. I do not believe that the majority of the 
members of our organizations favor a separate impartial board, 
separate agency We would, I think, favor Coneress setting up its 
own staff, or addin 
whatever methods 
doubt that setting up a separate agency would be helpful. 
Mr. Jones. Do you thi nk it would 4 wise to transfer the functions 
»f the various departments into a single agency 
Mr. Ristnc. I will have to answer that person: Ih because I have 
not — it wan my colleagues: I do not. think that our 
th: oo large in w. TEwould think we would vet more 
if low ober be in some way diyided rather than com- 
I do not feel | nally by consolidating the committees of 
¢ asia y added materiallv to efficiency My idea 
our separate committees were better inforn ) ulividual 


r to the staffs of ‘esent committees, or by 


. fo . . > S 
ONnLTess Hla qaevise { Micorthi wselt. But we 


( 
v’ 
\ 


and g along better than afte) ve cons charts “u number 

committe . 11h) means that 1 1 hay ‘ upercommittee 

a 2Tol [ s all > committees, and Vo Hye in the end more 
omimittees tha ou had befo 

[ thin! ¢ that Wo ild be the W L\ if would work + nthee isolidation 


of the Government construction wencies, Yo Vi simply have 


have submitte (I 


that out of a very large 


rs nave unaer con that 


under « on truction projects to the extent of about $5 billion, at 
meer | part. about 68 percent of that program, is completed. 
hye me er ndition re ag aa dl lay 
wW) ile the Bu . of Re lamati on has he rly Si bill 
ized projects, vet the program that they are actually working on 
. cost of only about $2.700,000,000. That program is 80 percent 
plete. In 2 or 3 vears, without new starts, the program they 
actually worki fF on W il] be ¢ ntirely completed. 
We feel it is unwise to go along with no new starts, and some ad 
litional projects should be added each year. 
On page : 5 of our statement we make a suggestion that a floor or a 
minimum of $1 billion a year be set up for a construction program 
1 the three services. divided along the lines of perhaps $550,000,000 
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to S600,000,000 for the Corps of Engineers; 5500,000.000 to $325 .000.,- 
000 for the Bureau of Reclamation, and $100,000,000 for the Soi 
Conservation Service. That would be a minimum program during 
hi ‘gency or defense period. | 
enize that additional sums would need to be appropria 
> elmer”? ney 1S over, 

Mi s. Is that based ~ a 1 the 6-vear schedule / 

Mr Psa Well. es. We have culliond ap proxim: ite ly ad O-\ 
prograt and that ay mean, under the figures that we have 
vested, the projects now under construction could be compl 
some new projects could be started every year. We do not beli 
that we should go On forever without new starts and run out 
program. 

Mr. Donprro. A question, Mr. Rising? 
Mr. Rising. Certainly, Congressman. 
Mr. [ NDERO. | notice among the representatives with you Is Vin 
‘the Missis ip! Valley Association. n that connection 
intrigued and somewhat delighted to see a statement on 
do not ge ene in the policy of no new starts or im- 
provements in this country. In that same program I noticed you 
asked for or suggested $1 billion annually for construction of flood 
control projects, and so on, and $1,500,000,000 to $2 billion in normal 
years for the deve lopme nt of our water and land resources 

I am just wondering how you recone ile those figures with the fact 
that tl , Mississipp) Valley Associa tion has ve -hemently opposed e 
ssi Lawr { Seaway. 

Mr. Risine. will let Mr. Macleay answer that q 


Mr. Macteay. I am not prepared to discuss the St. Lawrence sea- 
| 


way with my good friend, Mr. Dondero. We came up here on a pro- 
gran that has to do with the Mississippi Basin and flood-econtro! and 
soll-erosion control projects within he borders of the United States. 
{ Invade foreign ountries at the present time J will 
| if up tater, 
Mr. Donpero. Then you are not in favor of ECA ¢ 
Mr. Macueay. Te a limited extent. 
Mr. DoNDI RO. ] notice in your statement here you 
of building some billion dollars ‘ worth of publi work 
for example. 
Mr. Macieay. It seems to me, Mr. Dondero, 
articular attention to building up our own res 
Mr. Donvero. And I join you in that. 
Mr. Macreay. I know from facts that T have that 2 millon 
that is. facts that I am viven by the Geological Survey- 
lion tons of mud is deposited at the mouth of thi Mis: 
every day. That is 730 million tons of mud and silt that 
the Missis ppl Rive r every vear from erosion That 
IS maki a this country oreat and rich, and if that woes 
sea it is lost to us forever. You cannot place 1 value 
Mr DoNDERO. Perhaps if we developed the St. Lawrence Seav 
with its power resources you WO ild in some way offset that loss that 
you folks suffer in the Mississippi Valley. 
~ Mr. Macreay. You think you coul 1 hold that soil back with that? 
Mr. Donvero. We could hold that power for the benefit of the 
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people of the United States. It is golig to waste every second that 
we pause at the rate of 2,200,000 horsepower. 

Mr. Baxer. Mr. Chairman, is there any flood control involved in 
the St. Lawrence seaway ? 

Mr. Donprro. The Lord favored us in that section and we do not 
have to have it. 

Mr. Ristne. Mr. Chairman, I do not think we are prepared to say 


we are not for any of these point 4 programs, but we do want to 
wer 


discuss the fact that those programs are going forward and nothing 
1 
i 


is being done along similar lines under this “No new starts program” 
United States. Just before I came up here the thought 
| to me that I would reach in my file and take out almost 
nformation Service releases I came to from the Department 


2 ] 4 : ] 
erlor. l am goine to read the titles of three or four of 


lamation Mission To Aid Point } [rrig l n-Hvydro Power 
oorTam in Lebane n.?? It names an engineer } Vi is going to Leba 
7 


; : , 
non in charge of a Zz] 


man mission on the part ¢ F th unNntry to carry 
forward the pomt 4 program there. . . 

The next one reads: “Tinited States 4 } n Ey oineers To 
Study Pakistan Water-Logged Lands.” 


with all the free nations in the maxim ial development 
mportant biective af the Burean nder the 
r of 1952 
expert 
hef 


Bu 


reau of Reclamat on engine ‘is going to that country 


ne } 
Another 
under the point 4 program. 

Mr. Donprero. May I sav to my friend th while in London. 
England, recently there was placed under the door of my room 


) 
every morning the news as to the amount and for what ECA money 


? 
; 
t 


Oo 


] : P 
eve loped regions ot the 


neg expended, we will say, in the une 

amazed to see that a great deal of it was going for 

i ( reads in Africa. Undoubtedly that is desirable to 

develop a country. but I join my warm and able friend, Mr. Macleay, 

about developing the resources of our own country. Let us not 

forget our own people here in the United States ‘hile we are 
doing it. 

Mr. Rrstna. I have two or three other references. 

“Reclamation Engineer To Help Liberia Select Sites for Shallow 
Water Harbor s,” 

Another one: “Reclamation Engineers To Join Mission in India on 
Point + River Development Program.” 

It is mentioned there that the water development project will be 
financed during’ the current fiscal year by a special Indo-American 
technical cooperation fund. 

Finally, this one is the most revealing of any of them. I think: 

“Reclamation Engin eer To Head United States Commission o1 
Large Dams.” 

It says an engineer of the Bureau of Reclamation has been elected 
chairman of the United States Committee of the ] ternational Com- 
mission on Large Dams. It says this Commission, representing 24 
foreign countries, will meet this fall coincidental with the principal 
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meeting of the centennial of the American Soe iety of Civil Engineers 
1C hicago, indicating that we are going to help build dams in all 
of those countries. 

As I said before, we are not prepared to take issue with the fact 
that some of those things are necessary, but we cannot see why we 
reste spend all of the money that is available for water-resource 
leve lopme nt in those countries and leave our ow} developments en- 
tively frozen. 

Mr. Jones. I wish we could give you the answer to all of those 
problems. Unfortunately we do not have them and we do not have 
a way in which to fashion the thing for the American people to the 
extent of correcting all of the ills, and we had better confine ourselves 
principally to ways and means by which we can proceed to get a more 
orderly schedule in the execution of works and projects we expect 
to build. 

There is a considerable number of projects that have been author- 
ized, and I think we have had something over 900 projects that are 
authorized on which no works have been committed. There are about 
$8 billion worth. When we come to the projects, » have spent 
approximately S39 million On planning, and there isa rreat likelihood 
that no works will ever be done on those projects. In order to elimi 
nate the probability of making poor investments i 
what Is your notion as to eliminating the so-called pl: inning stage‘ 

Mr. Ristne. Well, that is a difficult matter. Of course, some pre- 
liminary investigation must be made. , 

Mr. Jones. I am not talking about the functior 
because that is in herent in every enginee rng feat. 
have to make some planning. Planning and actual constr 
been made divisible to the — that it consumes ena ; 
planning and stretches out the time of authorization until the work 


| those provects, 


Commences, 

Mr. Ristnc. We doubt that there has been great waste in past plan- 
ning. We think that most of the planning was necessary to determine 
whether those projects were feasible. 

Mr. Jones. We have numerous projects, Mr. Rising, where the 
planning has cost more than the original estimated cost of the project, 
and no work has ever been done. 

Mr. Ristnc. I have not had an opportunity to look over any of 
(hose statements regarding such projects and, therefore, I do not feel 
| am in a position to answer your question. I think we have gone 
over What our suggestions are, Mr. Chairman, and I think we are 
ready to try to answer any questions you have. 

Mr. Jones. Let me ask you a question, Mr. Rising. At the present 
time respecting the Corps of Engineers, the time elapsing from the 
date the survey resolution is pas sec by the Public Works (om- 
mittee until work is actually commenced on the project is 1014 years. 
That. is the time that is el: apsing at the pre sent time on those pre je ‘ts. 
What in your opinion co uld this committee do to eliminate that un- 
usually long delay ¢ 

Mr. Mac LEAY. It seems to me, Mr. ( ‘hairman, from what rved 
since 1936 when we got our flood-control] program tor the first time 
and when we got a flood-control policy then. there were a great many 
projects approved by the Congress and sitvectaed where it appeared 


| 


y 
] 
I 
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at the time they were authorized that they were very Food projects 


, . , ‘ 
and meritorious, out | e Congress did not see nt to appropri 
money to carry on the work and get them started. 

Mr. Jones. Let me ask you this: Were not most of those project 
CO) ined in th NS report Vi i were very wit report i mM 
pared to the survey it are conducted at the present e/ 

Mr. Mactray. The 508 reports were the b Y¢ ey were thi 
basis ‘I if ef tudv 1 ce in the { ted States of every 
water-resource basin in this country, to determine if possible the 
he sf use that could be mace of the water resources of} ¢ 1c! Masi! 
lt Was the M : pp Valley Association that sponsored that in the 
Cone? SS lhl | Wii Kicked out of the Senate and we fot it inthe 
19Y4 iil. That has heen our baby and we think the 308 reports 
have been a splendid thing for this country. It formed the basi 
and gave = the dea, and o that has be built our entire flood 


control progvranl 
Mr. Donprro. May I ask, Mr. Macleay, do you think it would be 


wise for this committee to take a stand or fermulate a policy of not 


aul LOrIZInNE Proje ts unless it is intended that that project is gong 
to be constructed and not laid on the shelf and forgotten / 
Mr. Macuray. I think so, Mr. Dondero. I do think so. I think 


we have come to the point where we have authorized a great many 


projects—more than we can afford to build at the present time. 
Mr. Donpero. As the chairman already indicated, we have $8 o1 
$9 billions Ivine on the shelf. Some of them they never intend to 
( ruct,. ai cl vet we have LOM through all or the procedure here 
re ed the pla nhiigy money, and nothing has been done with Be 

Mr. \EAcu Ly. I di Ot kK woof a n the Mi issIppl Ba t} 
they do not intend to construct Phere may be one or two where local 
antagonisms have eTown up. i know in Missouri there are twe -on 


three there that I lo not think will ever he built because they w 
le of the State for the | wildine 


them. The Army engineers made two studies on the Current River 


never get the consent of the peo 


They have never come to the Congress because the State went up in the 

air and the \ will not stand for it. No Governor of the State of Mis 

sourt would ever dare approve a project of that kind, in my opinion. 
Mr. DoNDERO. Suppose the Publi Works Committee took tl 

position of saying to the Army engi eers wh 

or when al V Membei of Congress a ked for a proyect, “If this com 

mittee authorizes your project, do you intend to construct it ae 


» card NX > xy rrorh hetter st “orht ere ! tocneand 1) he 
hey Said, “uNo,” we might vettel top 1 nt there and not spend anothne 


1 they CANE hefore 


} 4 | ] 
that end or do ni ntend to construct | vy will co ri what 
, 
( | Lear's qairect Lite 1 to constrict wMnd Gives then rhe mone 
Le und Theil With. 
\! 1 4 ’ 4 
il LJONDEI Bal } cenme (| Or he ALDDpDronp! TIO (om tT 
] | : 
t t yardstick they will b ai it 


cervalnt, { it tine Gaovernmen ntends to ron ‘ t const! 
project if this committee s asked to authorize it. It seems to me as 
Atk ceahichires 














Mr. \l AC'LEAY. It would eem t e com 
Mr. DONDI Re i } ld. 

Mr. Risine. 1 would like to refer to Mr. Dondero’s que 
Mr. Jonrs. May I proceed with o 


t sul 


Diore qu { ] ( 


1¥ 


rit i 
hat Mr. Dondero raised. Mr. Macleay, what 1s your thinki 4 ilo? AL 


the lines of deauthorizing projects that are obsolete: whe 
originally local interest, but there is no local interest m 
longer in the projects and they are on our books and ng 
but embarrassment 

Mr. Macuray. If there is no local interest si 

roject it sl ld be deauthorized 

Mr. Jones. How would ve suggest that thos 
deauthorized ¢ 


Mr. Macieay. I think it should be put up to the 
| 


State and the local people- and hearimgs should ( ( 


{ i 
if ul 


should | ‘r) , ? ? - | ’ ‘* f " ’ ha ‘ ‘ / 
I id be Piven an opportu 1b to express Chel! ‘ i 
not the projects should be deauthorized. 


Mr. Jones. Silence is ually consent So er 


4 ? ° y 
exercising anv Viglianhce Ww th respect t >the proyect would it 


for us to presume there is no further local interest / 
Mr. Macieay. I do not think it ts quite fair to take 


answer there because people are not informed. I should think. sin 


if the thing is put up to them then they will study it, but 
citizen does not know much about these things, and the aver 
ipality is rather careless about things of this kind 

Mr. JONES. The Members of Congress should prope 


reevaluation ot projects that have become obsolete { ere 
at the present time in which we can bring about a review 


special cases. With the tremendous amount of projects 
of Engineers whi hi they bring to the Budget. the proceau 


le averag 


iwe munic- 


Budget Bureau approved for them an appropriation request to tak 


ver to the Congre — Chere is no s pervision ove! +} 
ho reexaminat 101 or re evaluation. 
Do you not think it is proper that those projects that 


on the shelf a great number of vears and that are taken up 


| riations should have a review by this committe 


is to the e onomic factors that attend the merits of the ca 
Mr. Macteay. I think it would be well for the com 
the Arm) engineers to submit those proyer ts hack to the 
the project is located for further hearings to determine wh 
thev should be deauthorized. 
Mr. Jones. Do you think it would be quite proper ther 


ut some time limitation on an authorized proyer 
, 1 | ly) } 
more useful and more wort white proceaure, than 
pent on it from time to time ¢ 
Mr. Macteay. I am very doubtful of vour being abl 
' . 


ule that would cover all projects. 

Mi J NES. If there were a stu Le Ol] mitat { . t 
vould run against it. they would still have the opport 
hefore the Congress for reauthorization, and ther ‘at tha 

ould get the same scrutiny and attention that they 

t instance. Do you not think that would be a wise pol 


Mr. Macuray. Ti is worth consideration—serious 


] 


\ et 
LO! pre 
( 
i 
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Ni 
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Mr. Donprero. May I support my chairman in his views on that? I 
say that for this reason: In the Eightieth Congress I tried to do ex 
actly what the chairman has suggested by a bill to take them off the 
shelf. Immediately I found myself the center of a little war waged 
against me by the Army engineers and others. They did not want 
anything taken off the shelf. However, since that time the Army 
engineers have said to us, or at least their chief has said that he 
would approve that kind of a policy of deauthorizing. Unless the 
chairman's suggestion is iaitewred that a statute of limitations be 
set up we will find the same thing, in my opinion, happening before 
this committee that happened in the Eightieth Congress. 

I think a statute of limitations is a wise policy for this committee 
to pursue. Then if they do not come in they are taken off the books 
automatically within a given number of years 

Mr. Macieay. There comes up in my mind Tuttle Creek. It was 
authorized in 1938. Opposition developed to it in the Blue River 
Valley which would have been to a certain extent inundated. 

Mr. Jones. That situation is out there from now on. They will 
never get together there. 

Mr. Maciray. The great majority of the people of the State of 
Kansas are in favor of building Tuttle Creek today. 

Mr. Jones. There is some opposition to that point of view. 

Mr. Mactray. There is some opposition, but you had someone here 
the other day who said if it would be built as a drv dam there would 
be less opposition. That has been our position. We have been urg- 
ing the Army engineers to change the plans for Tuttle Creek Dam 
and make it a dry dam similar to the dams they have in the Miami 
Conservancy District, and similar to the two built - Farm Creek 
above Peoria by the Army engineers. If that can be done a _ of 
the opposition to Tuttle Creek in the Blue Valley will stop, in my 
opinion. 

Their own representative, Mr. Stockwell, said the same thing in 
his testimony the other day to you. 

Mr. Ristne. Mr. Chairgman, I think we will get some more com 
ments on this quest ion, by those on my left. 

Mr. McBriwr. Mr. Chairman, I was thinking particularly of some 
projects that are of particular interest to the State of Oklahoma 
and Arkansas that happen to be located in the State of Kansas. On 
the theory of strictly local opposition you may upset the develop- 
ment on an entire basin. I think there are a lot of situations that 
would develop where you just could not limit a project strictly 
on the basis of local opposition. 

On the other hand, we have a project in the State of Oklahoma 
that was authorized in 1936. We have been trying to get money ap 
propriated for it from that day to this. It happens to be in an 
isolated part of the State as far as population is concerned, but yet 
it is absolutely essential to the development of the North Canadian 
River — the standpoint of municipal water supply, flood control 
and a reclamation project. Yet we just have not 
the Appropriations Committee to come across w 
start the construction of that project. 

So sImply because the project has been author ized fou ile he time 
nd that one happens to be as long as any of them have been authorized, 


P} 
] 
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‘e 1Y56 { 
projects. 


Mr. Jones. That is 


is true, but ao you not 


it does not necessar 


n rily preclude t 


i 
praised in the light of changing conditions ? 
Mr. McBripr. Yes, 


Mr. Jones. At 
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Mr. Donpvero. The question which you raise regarding public road 
brings up the point that, while the bill provides authorization for ‘ 
vears, nevertheless that money Is immediately allocated to the States, 
and the States expend it and the work of construction is continued, It 
does not lie dormant; they use it immediately. 

Mr. Mc BRIDE. In some causes and, for example, [ have mn mind 
right now a specific project that was authorized in the 1950 highway 
bill for lands across the Washita National Forest in our State—th 


surveys are not even completed yet: and although that project money 
was set aside for it, the best they Can Poss bly ao to start the con 
truction at least 18 months from now. The mney 1s obligate | nov 
though 

[1 that same regard, on cal protectio1 pre jects i vou k ew what 
the cost was going to be and k vV what t off i were o ne 
te put 

Mr. Jones. That could only apply to t { of the Corps o 
| hneineers 

Mr. McBripr. That was what I \ t primarily 
om 

Mr. Jones. It could not apply to the Agriculture Department pro 
gram because that is rather a speculative situation, since it brings 


into play the contractual relationship of the individual farmer with 
the Government to carry Out certain practices; and, if he fails to do 
it. then he is just out. 

Mr. McBripe. I think that is right. 

Mr. Jones. On these reclamation projects you also have a different 
situation, but you have reference to the work done by the Corps ol 
Engineers in which the State, county, and municipal governments 
are going to cont bute LO protective VOrKS al dl ther should be some 
reasonable assurance given to the local community. 

Mr. McBripe. That is right. 

Mr. Jones. That that work is cong to continue ind that is not 
voing to be in excess of the estimated cost by prolor ving the project 
over an unreasonable time. 

Mr. McBrinr. Exactly right. 

Mr. Jones. I think you have an excellent point there. In other 
words, it is Some insurance to the local interests that their n vestment 
are going to be utilized within season. 

Mr. McBrip Yes. | can elite at least three examples of where 
cities have voted bond issues and made their money avallable on the 
basis of an authorized project. Yet, nothing has happened and the 
project has gone up in price because of the inflated value. 

Mr. JONI s. And it breeds d ssatisfaction locally and distrust of the 
Federal Government in carrying out its obligations. 

Mr. Mc Brive. That is neht. 

Mr. JONES. That isa very fine point. | think if possesses a oreat 
deal of merit. 

Mr. Ristne. I think, Mr. Chairman, we are in accord with the 
thought of this committee as we interpret it either to retain or regaln 
more control over the construction of these water-resource projects. 
I am sure we would favor particularly the Congress having something 
to say about what projects do vO forward instead of leay ho everything 


to the Bureau of the sudget. 
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id I think Mr. Welsh has some comments, Mr. Chairmay 


<a Mr. JONES. We will be olad LO fae ir Trom Vou, Mr. Wi 





tes, Mr. Wessun. Mr. Chairman. with respect’ te tuthorized proije 
It while most of Our projects are in the weste) »area W t . 
tion repre ts, I realize that they come before anothe: mitt 
! and yet projects in the M ssourl, and J believe on the Rio G 
wl I hie = il basil \\ cle ) ) Herons 
Ch) { CO} tec Weare eithe ha more fortunate or more u rol ite 
\ Sit ) ! } OT fT oT tre ! ‘ \ } 
” programs with respect horized projects, | ) 5 
rv prope very Outs ot M ‘ Bas 
C" \ ( i ! eve i ) ‘ ( 
a4 r , , f 
no \ i i ! ( l \ i I 3 oO! 
Reclar 
oO Whe i nl ck LQ) l] ( eC } S t] I ) 
} ite to ¢ Lhe millio ( l iT | \ ‘ } aL 
ly projects Uidi hot vea la yr penel hy r 
! rite kK L ( } Oot pl rect! | t wer ( 
: i 
oO oated }! i tha I tna ready to og I k l 
oO true out hn irea where [ y or at Boise 
th Valley ! I tho had Tro rheat | ( eCard a Oy tive OUntTr) 
do It was pre t\ True general] 
I t! nk it is just POO ECONO ind Good business te ice 
quate mack] cy of project nuchnol (i, ¢ rveved, and dy | vo No 
nt ohe Can precaiictl how long this criti i] -Ituation ‘ rrol he 
of us today is going to continue, but one of thes lavs we are all hopeful 
its there will be an end to t, and we will really be oiving th vreen tight 
ne on the prog im for the development of the resources of tl ountr 
I for one s neerel) hope and | k LOW if is the thought of ow) associa 
tio! whe that t me does come that we are really prepared and 1 1dy 
Ot to vo 
et There are several other things in cc nnection with that. One thing 
along that line that I think Is OF the utmost mportancs 3s that we 
have at adequate program of general investigations. In our reclay 
tion program this year bill which passed the Hous 0 
f over betore the S ite Appropt tions Conimiuttee eut l Da) i 
tiol rol tigations from S$) million down to & millio I} 
{ IS by VOU ve l ontro!] I liz | tha maybe I ) ld t ft 


T Mr. Jones. That probably meht, but T 1 to rer ve f 
this fact: That House :; on | cut Corps of Engines 0 
1e from $6.2 million to $1.7 million 


Mr. Wetsu. For investio vr nae 


Mr. JONES \ ra the Departme t of Aoneulture is vetting 


9 | @” WS 
t ole million dol tl’s, 0 you are gett ne more thay invbod, ne OT 
Mr. Werisn. I cannot understand why these men who are specially 

e Interested Chiat program are not talking abont it then. 
I Mr. JONES. We need your help in the eastern part of the Ty) ted 


3. states to vet our share. 
or Mr. Wetsn. I think w are behind vou because we have only seve 
+] } ; 


v authorized projects on which work has not started. 


Mr. Jones. Did you succeed Mr. Polk? 
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Mr. Wetsu. No. Mr. Polk was president, and I am secretary- 
manager of the association. I succeeded this gentleman here: Mr. 
McBride. 

Mr. Jones. Is Mr. Polk still president of the national association ? 

Mr. Wetsu. Mr. C. Petrus Peterson of Lincoln, Nebr.. is president ; 
and I would like to say Mr. Peterson will be in town tomorrow for 
a meeting. 

Mr. Jones. I said “Mr. Polk” and not Mr. Peterson. 

Mr. WELSH. Mr. Peterson will be in town, and if i may Ll wou ld like 
to request the privilege now of submitting an additional statement for 
the record in case Mr. Peterson desires to do so when he arrives here. 

Mr. Jones. Which Peterson are you talking about? 

Mr. We! sH. ©. Pe trus Pete rson of L incoln, Nel 

My. JONES. You are not talking about the Okla thoma Peterson ? 

Mr. Wetsu. No, sir. 

Mr. JONES. as going ay we want to talk to him. Mr. Polk, 

32 s president of the National Reclamation Associatio 
2 "WELSH. He was until last fall. He has been succeeded by 
trus Peterson of Lincoln, i Nebr. 

Mr. J INES. [ see, 

Do you in the transaction of your official business come into contact 
with Mr. Polk? 

Mr. WELSH. Yes. He js still our director. 

Mr. JONI 8. When you go back you can tell Mr. Pr ik that you can 
arrest his fears because in a er h last year at work llo, Tex., before 
the National Reclamation Association, he said the chairman was going 


to bite someb« rly there playing sith socialism, an — oon can tell him 
vou had been here and you did not get a single bite from any 


Is there anything furt uy’, Mr. Rising? 
Mr. Ristnc. I th cog Mr. Chairman, we have had a fine opportunity 
to give you our views, and we are happy in closing to state that we wish 
ton ake ourselves av: vailab le to you at any time to investigate any ques- 
tion or to take 1 nto consideration any subje t on 1 les] 
call upon us to assist, in obtaining information or 
ching a solution of water-resource pre blems. 

Mr. JONE Ss. Mr. Rising, we are certainly i de ‘bte ve to you and to the 
other mem| ELS of your association W hg oo here today. You 
have always been quite he Ipful and 1 pleasure to have had you. 
We thank you most sincerely. 

Mr. Ristne. I thank you for ypportunity of coming, Mr. 
Chairman. 

(Whereupon, at 3:10 p. m. 


a.m. the following day, Pi 


, tT 
iC LO 
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ke WEDNESDAY, APRIL 30, 1952 
or 
CoMMITTEE ON Pupiic Works, 
SpeciAL SuscoMMiTrere TO Srupy Civit Works. 
Washington, D. “3 


The special subcommittee met, pursuant to adjournment, at 10:05 
| a. m., in room 1302, New House Office Building, Hon. Robert E 
ik, Jones. Jr.. pres d no: ( harles 1). Curran, staif dire tor. 
by Mr. Joni This morning we have on our schedule the testimony 
: to be offered by the Tennesse e Valley Authority. This is the legis 
lative committee under the Reorganization Act for the activities of 
et the Tennessee Valley Authority. I might say at this moment that, 
even though we are the mother committee or the chief legis!ative 
committer ior the Te nessee \ war \ Luthor ty, we have nevel had 
n an opportunity since I have been a member of having a representa- 
re tive of the Authority testify before the committee 
We have today the distinguished chairman of the Board of Dir 


tors of the Tennessee Valley Authoritv. Mr. Clapp, we ar 
the 


lV lighted to have you here to may te discuss “ome of} e prob | 
: water in relationship to the Tennessee Valley Authority 
by STATEMENT OF GORDON R. CLAPP, CHAIRMAN OF THE BOARD 
sh TENNESSEE VALLEY AUTHORITY 
te Mr. Criapp. Thank you, Chairman Jones and members of 
n committee. 
I want te Vv that if 1 real pleasure and a oppor { 
18 come before th committee of the House which has | c lative - 
uU diction over the problems of the Tennessee Valley Authority. The 
ul. fact that we have not been before this com \ittee 1 recent yea 
I think, because the amendments and the changes and addition ind 
r. modifications that were worked out during the thirties through legis- 
lative pl cedures, and the constant exXal ination of the Tent see 
0 Valley Authority program as it has come up in connectio1 vith 
appropriations, has mad it unnecessary to seek further change in the 
basic law. 
With the committee’s indulgent I would ce to tell the sl vy of 


the ‘Tennessee Valley Author ty’s act vit ies, 

Mr. Jones. Mr. Clapp, before you get into that discussion I w ad 
like to make arrangements with you if it is at all posible to extend 
your testimony over to t ynorrow at the conclusion of today’s hea hg 
due to the fact that the House meets at 11 o'clock today. In all 
probability we will not have an opportunity to conclude today 

Mr. Carr. That is quite satisfactory to me, Mr. Chairman.’ 


f7 
pie 
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Mr. Crarr. |] here are really two parts to the story of the work of the 
‘Tennessee Valley Authority. One relates to the development and 
construction of physical works in the Tennessee River System in 
accord with the broad mandates and authorizations that were laid 
out in the basic statute which governs the work of the Tennessee 
Valley Authority, namely, the Tennessee Valley Authority Act of 
1935 as amended, The other part of the story concerns TVA’s pro- 
vrams and activities relating to problems ot land use, Water control 
and soil improvement outside the river bed of the Tennessee System. 

I want first to describe some of the history and the nature of the 
assignment that the Tennessee Valley Authority received from the 
(Congress and tell this morning what we have done in accord with 
that assignment. I would like first to refer to the letter of January 
Ss, 1952, to the chairman of this committee from our gel eral m thager, 
which responded specifically to a series of questior Ss prop vuunded to 

[fl may, I would like to have that vO nto the record at 

Mr. J NI s. Without objection, it is so ordered. 

Mr. Crare. This letter, | may say by way of imaryv, describes 
he procedures that the ‘Tennessee Valley Lutho \ ollows under 
the Tennessee Valley Authority Act in making s ‘Vs, In presenting 
plans, in seeking appropriations, and in carrying out the v ork which 
the basie law authorize nd whicl yf | é Ons provide the 
money for. 

The comittee I am sure is ‘with the physical area in which 
the Tennessee Valley Authority operates. I have here a map of the 
Vennesser Valley region with the 

Mr. Jones. Just o1 
the letter tl table of comparison rf timates \ ith ‘OStS ¢ 3 that 
been made a part of the letter / If not, I will nn ick t 2 part of 
the letter. 

Mr. Chappe. ad if you would, Mr. Chairman 
Mr. JONES. ‘ ( of costs will also be ! | | 


} 


f the record along with the letter dated January 


le moment. 


John Oliver, which was directed to me. 
(The letter and table referred to are as 


TY NN] 
Knoxrvill 
The Honorable Rosert B. Jones, JR., 
Chairman, Subcommittee To Study Civil Works, 
House Office Building, Washington, D. ¢ 

Dear Mr. JoNes: This is in response to your 
cerning authorization procedures followed in ce 
The specific questions which you asked and 
below 
1. How are surveys initiated? 

Surveys are initiated on the basis of ay 5 al by I » TV sjoard of Dire 9 
and have been continuously in progress virtually froi \ inception kunds 
for surveys of major river control and power-producing projects are included 
n TVA’s annual budget requests under the heading “Investigations for future 
projects.” Surveys of transmission system projects are financed from power 
revenues, 

Continuous studies and surveys of potential additions to TVA facilities have 
been necessitated both by the statutory directives contained in the Tennessee 
Valley Authority Act, as amended, and by the extraordinary demands for 
lectric power which TVA has been called upon to meet during and since World 
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War II. Congress, in enacting the Tennessee Valley Authority Act, directed 
full development of the Tennessee River and its tributaries, and created TVA 
as a Government corporation with broad authority to undertake the develop 
ment on which Congress had determined. As passed in 1933, the act included 
specific authorization for installation of additional units at Wilson Dam and 
steam plant (TVA Act, sec. 16, 48 Stat. 67, 16 U. S. C. S3lo) ; for construction 
of Cove Creek (now Norris) Dam (TVA Act, sec. 17, 48 Stat. 67, 16 U. 8. C. S3ip 
(note)); and for completion by the President (who delegated the authority 
to TVA) of “such surveys of and general plans for said Tennessee basin and 
adjoining territory as may be useful to the Congress und to the several States in 
vuiding and controlling the extent, sequence, and nature of development that 
may be equitably and economically advanced through the expenditure of pub 
ic funds” (TVA Act, sec. 22, 48 Stat. 69, 16 U.S. C. S3Slu In 1935, Congress 
amended the act by, among other changes, adding thereto the present section 
t(j), which provides that TVA: 

“Shall have power to construct such dams, and reservoirs, in the Tennessee 
River and its tributaries, as in conjunction with Wilson Dam, and Norris, 
Wheeler, and Pickwick Landing Danis, now under construction, will provide 
a Y-foot channel in the said river and maintain a water supply for the same, 
from knoxville to its mouth, and will best serve to promote havigution on 


the Tennessee River and its tributaries and control destructive flood waters 
n the Tennessee and Mississippi River drainage basins and shall have powe 
to acquire Or coustruct power houses, powel structures Lranus Insionh lhes, 
navigation projects, und incidental works in the ‘Tennessee River and its trib 
ularies, und to unite the various power installations into e or more systelus 
by transmission lines The directors of the Authority are ereby directed 


report to Congress their recommendations not later than April 1, 1936, for 


unified development of the Tennessee River system [48 Stat. 61, as amended by 


1) Stat. 1075, 16 U. S. C. S81e¢ (j)].” 

in accordance with the last sentence of section 4 (j), TVA undertook a de- 
tailed investigation, on the basis of which it prepared and transmitted to the 
Congress a report entitled “The Unified Development of the Tennessee Rive 
System.” <A copy of this report is enclosed. Since submission of the repo 


TVA has been continuously engaged in studies of individual pro 








in the report, and of additional projects required by war and postwar needs 
for electric power. This continuous program of studies and surveys has beet 
an important underlying reason for ‘TVA’s ability to construct projects as 
needed, on rush schedules and with maximum economy and efficiel 

While the Tennessee Valley Authority Act does not contemplate legislative 
committee approval of surveys and construction of individual projects, the 
general plan of development for the Tennessee Valley area and TVA’s operations 
have been reviewed by the appropriate legislative Committees, and by Congress 
as a whole, on humerous occasions Indeed, improvement of th lennessee 
River had been the subject of congressional study, and from time to time of 


legislation, during a period of more than 100 years prior to TVA’a creation 
rVA inherited a comprehensive study of the Tennessee River and its tributaries 


which had been completed by the Corps of Engineers in 1930 Phis study was 
the basis of a lengthy “section 508” report to the Congress, published as House 
Document No, 325, Seventy-lirst Congress, second session The report considered 


several possible plans ol development of the Tennessee River sysiem for nay 

£ation, flood control, and electri power, and contained recommendations and 
preliiinary Cost estimates for various projected dams, power plants, and navi- 
gation facilities on both the main river and its tributaries. In 1935, 2 years 
after TVA came into existence, the Teunessee Valley Authority Act was amended 
in a number of important respects, including the addition of section 4 (j) (49 
Stat. 1075). The amendments were adopted following lengthy hearings before 
the House Committee on Military Affairs, the legislative committee then having 


judisdiction over TVA legislation, which covered many aspects of TVA’s pro 


gram (hearings on Tennessee Valley Authority, vols, 1 and 2, 74th Cong., Ist 
sess.). When TVA completed its report on the unified development of the Ten 
nessee River system required by section 4 (j), the report was referred to the 
House Committee on Military Affairs and the Senate Committee on Agriculture 
and Forestry (the Senate legislative committee then having jurisdiction 

Neither committee took any exception to the plan of development which the 
report envisaged. In 1938, following the President’s dismissal of Arthur Ek 
Morgan as a member of the TVA Board of Directors, Congress pessed a joint 





resolution (Pub. Res. 83. 75th Cong creating a special joint committee to 
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investigate TVA. The committee made a very extensive investigation of TVA’s 
organization, activities and future plans, and on April 3, 1939, filed a voluminous 
report which was published as Senate Document No. 56, Seventy-sixth Congress, 
first session. Shortly thereafter, the entire TVA program again received car 

ful scrutiny, by the legislative committees and by Congress as a whole, as a 
result of a request by TVA for legislation authorizing it to issue bonds with 
which to finance acquisition of generating and transmission properties of various 
private utilities then, operating in the Tennessee Valley This legislation, 
which established TVA as the sole source of power supply in its service area, 
was the subject of extensive hearings before the House Committee on Military 
Affairs (hearings on 8. 1796, 76th Cong., 1st sess.), and was enacted as section 
15 b and 3 of the Tennessee Valley Authority Act (53 Stat. 16 U. S. GC. 881n-2 
and 3). 


Ho fr are projec Ss authorized 


\s indicated above, full-scale development of the Tennessee River system 
was authorized by Congress in the Tennessee Valley Authority Act of 1933, 
and again by implication in the 1939 amendment adding section 15e to the act 
Both pieces of legislation (as weli as the 1935 amendment to the TVA Act adding 
sec. 4 (j), and other amendments passed subsequent to 1989) of course recei 
full committee consideration in each House of Congres 

act includes a general authorization for project 

flood control, and power, and funds f« i 

in annual appropriation acts 

3. What constitutes an authorized project? What 


project, in the sense of one for whi there exi substantive 
rity on which an appropriation may based any project 
1 Wi ry out tl { tives contained i y 1 (j) or other 
applicable tions of the 4 nessee Valley Authority <A An authorized 
project, in the sense of one whii ‘VA may pl d to « struct, is a project 
for which, in addition, funds have been included in a cong al appropriation 
U1 r section 26 of th A At iS Stat. 71, as amended by 49 Stat. 1079, 16 
I S.C. SSiv) and Title oO he Government C I I Appropriation Act, 
1948 (61 Stat. 57 


42, 16 . 8. C. (Supp. 1V) 831th , TVA is not authorized to 


CODSLTUCTIOI any hew power projec ] ,~ aaa rasteam genera 


Station (as distinguished from a minor facility I 
substation, which can be financed from power revenu ) unl ‘ongre has 
first passed an act appropriating funds for such construction. Acceé gly, funds 
for commencing construction of su nu $071 and expended in 
accordance with applicable budgetary pro , Whie the : PVA 

t py the Governmen ratior ontre t (59 Stat. 597, 


e are encle 


1 modification 


not, however, a f ra Wii 
approval, On one occ S has modified 
plant he Colbert project) | installing large 
originally planned, where the bu request conte 
] units tl i 


¢ appropi e plant had nye 


ve made without involving additional appropriations for the current fiscal 
After deciding on the change, TVA addressed letter he chairmen of 


ropriations Committe f both Houses advising en its plat 
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5. Who approves such modifications? The General Manager? The Chairman? 
The Board of Directors? The President? 

Under TVA’s established internal procedure, after funds for a project have 
been included in an appropriation, a project authorization is prepared and 
presented to the TVA Board for approval. The project authorization is based 
on a planning report, embodying details of planned construction. If it becomes 
apparent during the course of construction that the total cost, duration of the 
construction period, or some similar factor will differ importantly from the 
forecasts on which the original project authorization was based, the new develop- 
ment is brought to the attention of the Board of Directors for review and for 
whatever changes the Board may consider necessary through an amendment 
the original project authorization. 


; 


LO 


6. Under what circumstances is it considered necessary to bring proposed modifi- 
cation of an authorized project to the attention of Congress? 


The question of a modification of a major feature of an approved project has 
seldom arisen. The change in size of generating units at Colbert steam plant 
S an example of such a modification which was called to Congress’ attention. 


In the opinion of the agency, what additional steps should be taken in the 
authorization procedures? 


None 
In our Judgment, TVA’s recor ) “L\ 26 "uction, Ww COSTS, and se 
correspondence oO fi ial te Linn Ost \ l ‘Tr ave been possibie, 


could not continue in 


the relatively simple procedure 
now in effect. The present procedure makes it possible for TVA to investigate 
potential projects in advance of needs, to recommend the best and most econom- 
ical projects a need for them arises, to obtain funds for the them with 
a minimum of delay, and to build them on the fastest possible schedules and 
at the lowest posible cost. At the same time, TVA, because it can do these 
things, is placed under maximum accountability to Congress for result So 
long as TVA is in a position to make tigations and surveys as 

needed and to proceed with actual construction within 

after submi ig cost estimates, it must accept and 
responsibility for completing projects efficiently, on 


correspondin closely To cost estimates 


The present procedure, moreover, is particularly well adapted to fulfillment 
by TVA of its obligations as the sole source of electric power supply within 
its service ‘ 


rea of 80,000 square miles. TVA, as power supplier for th a, 
» electric power in the quantities and at the times it is needed 


il 
must provide 
by people and businesses, and, during and since World War II, by Atomic 
Energy Commission plants and other vitally important defense installations 
In discharging these obligations, TVA has time and again had to recommend 
projects on short notice, and to complete them on record scedules 
early part of World War II, when TVA was called upon 
increased amounts of power to permit a vast expansior 


aluminum and other defense materials, it set a construction r 
Cherokee Dam in 16 months and 4 days after commencement 
and placing the first generating unit or , ine 4144 months af ; 
It then broke that record by closin uch: Dam in 12 months and 17 days 
after commencement of construction, and ting the first unit on the line 
30 days after closure. 

In the present defense emergency, TVA is again being called upon for the 
same kind of performance. For example, late in 1949, the Atomic Energy Com- 
mission decided, subject to congressional approval, to expand greatly its facili- 
ties at Oak Ridge. It notified TVA that the projected expansion would require 
an increase in power to be supplied by TVA to Oak Ridge of 340,000 kilowatts, 
beginning with small amounts in September 1951 and increasing to the full 
requirements in July 1952. To meet these requirements, TVA proposed con- 
struction of a new steam plant at Widows Creek, Ala., and addition of a fourtl 
generating unit at its Johnsonville, Tenn., plant, together wit 


i l 
h re 

mission system facilities. 

requested in supplemental appropriation estimates sent by the 

Congress on January 25, 1950 (H. Doe. 456, 8ist Cong., 2d sess.). 
on these estimates were provided in the Urgent Deficiency Appré 


. yp! 
1950, which became law on March 27, 1950 (Public Law 468, Sist Cong 
operation of the Widows Creek steam plant is scheduled for 1952 





, 


618 STUDY OF CIVIL WORKS 


1950, the AEC decided upon construction of a new facility near Paducah, Ky.. 
and asked originally that TVA supply all of the million kilowatts of electri 
power needed for its operation. To meet this request, TVA, after a quick in 
vestigation of the relative economies of available steam-plant sites, proposed to 
construct a hew steam plant of six generating units adjacent to the site of the 
projected AEC installation, and to add two more units at its Johnsonville plant 
At the same time, to meet growing power demands from other sources, it pro 
posed to construct another new steam plant at the other end of its stem near 
Kingston, Tenn. Funds for both plants were included in a request for supple 
mental appropriations sent by the President to Congress on December 1, 1950 
(H. Doc. 727, 8lst Cong., 2d sess.). Hearings were held on the request by a 
subcommittee of the House Appropriations Committee on December 7, 1950 
A few days after the hearings, a drastic change in TVA plans became necessury 
when AEC decided to secure one-half the power required for its new installation 
from Electric Energy, Inc., an organization formed by a group of private utilities 
with TVA supplying the other half. Iurther hearings were held by the Houss 
Appropriations subcommittee on December 14, 1950, to consider the situation 
growing out of this change in plans; at these hearings, TVA suggested a modified 
steam-plant expansion program, involving a decrease of $12,000,000 in the 
funds requested by the President, to take account of the reduction in required 
new generating capacity below that originally contemplated Funds for the 
revised program were included in the Second Supplemental Appropriation Act, 
1951, which became law on January 6, 1951 (Public Law 911, Sist Cong.) In 
tial operation of the new Shawnee steam plant near Paducah is scheduled for 
1952, and of the new Kingston steam plant for 1953 

TVA’s record of speedy construction, like the cost record reflected in the 
enclosed table giving estimated and actual project costs, has been possible, 
in our judgment, only because of the existing authorization procedure. This 
procedure has enabled TVA to investigate possible future projects in advance 
of the need for their construction: to refine and finalize the results of these 
investigations quickly when the time has come to recommend actual construc 
tion; to obtain funds for construction with a minimum of delay: and to proceed 
With and complete construction on the record-breaking schedules which the 
events of the past decade have required Under the existing procedure, Con 
gress, because of the unique assignment given TVA under the TVA Act and, 
after the 1959 amendment, as the sole power supplier in a region vital to 
the national defense, has accorded to TVA a considerable cree of flexibility 
in carrying out its construction program For that ‘eason, Conzre has 
been justified in expecting from TVA, and we think 


standing record of efficient and economical performance 


f 


8. What steps could be eliminated from the autho ation fhout impairmes 

None 

While the TVA Act authorizes appropriations ra jects which will 
advance the purposes of the act, TVA, in its annua vu requests and 
appearances before the appropriations committees, gi full and regular 
countings concerning the status of its program ar future plans. The 
applicable procedure is that which Congress, followin onsiderable study by 
the House Committee on Expenditures in the x ut e Departments and the 
Senate Committee on Banking and Curre! prescribed for TVA, and for 
Government corporations generally, by the Government Corporation Control 
Act (59 Stat. 597, 31 U. S. C. 841 et seq.). This act provides for submission of 
annual business-type budgets by Government corporations, and for annua 
audits of their activities by the General Accounting Office in accordance with 
principles applicable to commercial corporate transactions We believe this 
procedure keeps Congress fully informed concerning TVA’s activities and 
the manner in which it is doing its job, and that none of the steps involved 
should be eliminated. 


9. What data are furnished the authorizing committee ippropriations 
Committee subsequent to the authorization of a PTOsJEr 
As indicated in the answer to the preceding question, lget ] 
entations and appearances before the Appropriations omimi ‘ss, furnishes 
each year what amounts to a general report on the status of its construction 
work and of its program as a whole Requests for detailed information on 
particular phases of the program invariably arise during the Appropriations 


Comunittee hearings. The table comparing estimated and actual constru u 


i ui 
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Mr. CLAPP. The Tennessee River system, as the committee knows, 
flows through parts of seven States. The Tennessee River itself 
nto the Ohio River near Paducah, Kv. It rises i the moun 


empties 10 
tain areas of southwest Virginia, north and west North Carolina. and 


northwest Creorg a. it cuts comy eTtery CTOSS @Cast lennessee, \\ 

. " . = 1 y ¥ 
receives the mayj¢ tributa! sott i “see, Live i a | bioisto 
the French Broad, the Hiwassee, the Little lennessee, and t Ocor 

rt ‘ r . +1 Lea} ] { 
Rivers. hen cul ie Ss hnorci Ala ha ind makes a ur 
northeast M Ip] ! in almost complete right ole 
and ( rit I ! oO Wes C t ire u \ l 
Ohi 
' 
i I ( ‘ +e ‘ a) 1 Out T | ( 
' > . 
ott l ty ( I Rive Pre \ 
Wis e 4 it aa mh rt 
its! i ¢ ) f T)? - 1 « ( ( e Tre ] 
of j { l e COl é ( | 
Vor i t ror } } } 
. i 
} 4 | ‘ { 


creat efly l Wilson Dam at Mu S 
in north Ala to Wil had beer It vy 
started luring thi Kirst We i 5 uri i we Le 
Hales Bar D: had been built « he main rive! low ¢ 
noovwa v\ 1} te p l 1) ' v } a 
tion fa Lie Variol purts ol At { e tl i 

Valley Authority Act was passed the -irmy ene ers e} rag 
1? hy ai ‘ ( k at tl ty; ca { 1" ; 1) ; 


a ( vey } ci tf ( mo} } 1] } 
bv which the Tennessee River might be developed. Those 
incorpo! ted ar } blished in lor , Document No VYAur 

| t i . Va l¢ \ OTIty \ { ettled ih porta { tic 
as to how the Tennessee River should be developed. The b re 
ment that had been going on among engimeers was Wii { 
stream oT 1 » river she ild be developed primarily tf C ‘ 
without regard to flood ntrel and with little regard, on iT 
powel There was an argument among engineers as to \ 
should be done, that is. whethel through a series ot low dams 1 
in number, or a series of higher dams fewer in numbe 

Ther \ orher se 00! of thor a t that le iné | to i 1a il yr] 
of multiple-purpose structures on the whole river system t v ( 
proy ad flood contro! and reate a navis ible eh nnel ane al = 

ible | om the f 1] ol the } t 


much power a Poss] 


—_ 
f 
-“ 
a 
< 
- 


argument favor of a system of multiple-purpose high dams on t 
tributaries and on the main str im that would produce the max 


@2mount oti ood control: the1 iaximum usetul navigation channe! tro 


] ] ° 1} } 
Paduea . at the mouth oT the river. to Knoxy ile. the ead of nay 
gation, \ here the French Broad and the Holston R vers come tove el 


to f< rin thie Te inessee: and the Maximum amount ot hvdroelect eity 
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that could be venerated from that system of multiple purpose struc 


tures without det iment to or sacrifice of flood ‘ ontrol and navigation 
ben iitts, 


Therefore, when the Tennessee Valley Authority Act was passed 
and the Tennessee Valley Authority itself was established, the en 
vineering argument as to how the river was to be developed for it 
basic purposes was settled in the law. Our assignment as a Tennessee 
Valley Authority was to build a system of high, m iple-purpose 
River System to get the mos flood control 


| ry , 
dams on the Tennessee R} 


within the Tenne -ee Vall \ and ror the we hil and the lower 
Mississippi; to create a navigable channel of 9 feet in depth from 
raducah to Knoxville. wl | , 


<tructures, and to get as much hvydroelectricit ‘rom that system as 


' 
' 
A 


. 1 ,Y . . ' . £ 
our engineers po sib] v could nowt ! "WICH any control OT 


navigation. 


Shortly after the Tennessee ‘alle AN rit was established w 
began to build. The origina recto * the Tennessee 
Vallev Authority had in my judgm creat wisdom and vision when 


they iw that the way to get economy a d chieve the purposes 
they were to be held accountable for was to develop an organization 
of engineers, of administrators and managers who could plan these 
tructures, locate them on the river, recruit the forces to build them 
and actually supervise the construction, and then take over their 
operation to make sure that they were operated in accord with the 
purposes for which they were built. As a matter of fact, the result 
is this: The Tennessee Valley Authority today can report to this com- 
mittee that the broad outlines of its fundamental mandate from the 
Congress to achieve maximum flood control, a navigable channel and 
power from the ‘Tennessee River system has in the larg 


plished. It has been accomplished in the space of less than 20 vears, 


it has been accomplished, | think, with a minimum of engineering 
argument as to fundamental purpose or methods by which those 


e been accom 


purposes could be achieved. 

Moreover, we can report that the dams as planned, as designed, as 
built, and as operated, achieve substantial flood control. They have 
made navigation on the Tennessee River a reality that grows i. volume 
every year, and certainly they have produced tremendous quantities 
of electricity which is today contributing to the region’s development. 

Just a few facts and figures at this point. Ve have built 18 dams. 
We bought some. We worked out agreements with those yw ho owned 


some additional dams on one of the smal] tributaries whereby their 


operat ion is coordinated with the whole system, So that today there are 
on the Tennessee River and its tributaries some 28 amis that com- 
prise a single unified system of water control in the T 

system. Westill have two dams under construction. 

These dams provide nearly 12,000,000 acre-feet of flood control. 
Four million acre-feet of that amount are right at the mouth of the 
lennessee River by means of the Kentucky Dam, which backs up a 
lake LS4 miles long across west Kentucky and acyvoss Lennessee cle wh 
to the State line of Mississipp1 and Tennessee. Those 4.000.000 acre 
feet of flood control in the Kentucky Reservoir are strategic in their 
loeation for their purpose, because they are close to the lower Ohio 
and the Cairo area on the Mississippi. Flow from the Tennessee, 
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therefore, can be controlled rather accurately in its effects on the lower 


reaches of the Ohio and on down th Mississippi. 

I should add with respect to the flood contro] that our studies show 
that that flood control on the ‘Tennessee sVvst hh has ahi anil nal val ie, Or 
rather the benefits from preventing floods have : annual value of 
$11,000,000 divided about half and half between the Tennessee Valley 
and the areas outside of the Tennessee Valley on the lower O} ind 
lower Mississippl. 

As an illustration of the strat TIC Va ot t Ss Toon ontrol »} if 
lower Ohio and the lo Vel \I “ippl | \ ruil | Ke tO po t out that 
by the operation of our reservoirs on the Tennessee River we can for 
ull practical purpos s shut off the flow of the Tennessee Rive to the 
Ohio, and thereby keep the waters of the Tennessee River out of the 
floodwaters ot the Oh », al d let the crest ifthe O i by ( ¢ 
release the Tennessee River water Into the Olio. Vhat k nd of opera 
tion can reduce the flood crest on e ke er Uhlo a le r MM siIppl 
In amounts ranging 11 mi 2! to 5 feet down to a matter ot nes as 


1 


you vo on further down the river. 

Back inh January L950, fon eNalh} le, when the Army) ehnyvineers were 
oping with a serious flood in the New Madrid are: on the Mississ Ppl 
River, they had issued a warning to some 12,000 people in the agricul 
tural area back of the New Madrid section that if the crest got higher 
on the bank or on the levee it \ ould pe necessary to adynan ite a fuse 
plug that was prepared for that purpose and thereby flood the acres 
on which these 12.000 people lived, in order to release the pressure on 
the levees elsewhere on the main stream. 

TVA’s operation at Kentucky Dam. shutting down the flow of the 
Tennessee River into the Ohio, reduced the crest sufficiently so that it 
was not necessary to blast th: 
evacuate; the land on which they lived and worked and earned their 
living was not flooded. 

Whether it is a matter of feet or a matter of inches. the mportant 
thing in these flood-control matters is that the last few inches of the 
dikes and levees not be overtopped. Even inh 1937 when the ‘Ten- 
nessee Valley Authority had put one of its torage Gams on the 
tributaries ae operation, namely, the Norris Dam, we were able n 
that severe flood to make a difference of several inches at Cairo more 
than 650 miles downstream. 
fere) ce between Coppi go the levees ancl not topp ng the levees, 

At the time the ‘Tennessee Valley A ithority was created there was 
some amusement and ‘"ynicism, ] suspect, with regard lé the haviga- 
tion provisions in the Tennessee Valley Authority Act. The ‘Tennes 
see River had always been important, in some respects, as a navigable 


t levee. the 1? 000 people did not ne ed To 


—_ 


Those inches at Cairo meant the dif- 


stream. It was navigable in parts, and when it was in flood it was 
deep enough to float a wood sized craft. Then in the dry summer 
months there might be hardly a trickle and in some spots it was not 
navigable even for rowboats. 

In 1933 and prior to that time there had been river traffic. Most 
of it was sand and gravel and rough materials, carried in short-haul 
operations. Actually the records show that in 1933, 33.000.000 ton- 
miles of freight moved on the Tennessee River system. Very little 
of it could move from the mouth of river to the head of navigation 
at Knoxville because there were many stretches along the river that 
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were not navigable for boats of much draft. With traffic as smal] 
as that there was some thought that the navigation feature of the 
Tennessee Valley Authority plan was more a disguise to make the 
constitutionality of the whole proposition a little more palatable. 
There were many who thought that nothing would come of the navi 


gation features on the Tennessee system. 


" 
gi 

Well, the record has proved otherwise. By 1945 there were more 
than 250.000.0000 ton-miles of traffic on the Tennessee syst m. That 
is an increase of more than seven times since 1933 In 1950 there 


were almost 600,000,000 ton-miles of traffic on the Tennessee system. 


more than double what it was in 1945. 


ee : ' a. = rs. 
I think more Important perh: ps than ne volume or navigation 
anc trathe Inerease on the Tenne —See Rive is tl ch neve th ul has 
taken place in the kind of materials and commodities that are barged 


nessee now. It can go up into the Middle West from fields that were 
otherwise not acce le to Midwest market and it in come down 
from western Kentucky into the Tennessee Valley by river 

Wheat and eorn in. substantial quantities are moving from 


Nebraska and the Missouri Valley into the Tem e Vall Phi: 


through that system. Coal moves in great quantities on the Ten- 


. 1+ | . ; » | - 4 | } } 
has brought some interesting changes 1 the ecorm \ or heiped to 
} +> | ; | > 1 a bel 
bring some interesting changes in the economy of the Tennessee 


i 

One of the most dramatic items of freight transportation on the 
Tennessee River is the finished automobiles that out of the fac- 
tories in M 1109 1 «] put on high thre ] ] ves and tows 
that originate ba vansville Ind ind so \ n (dhio d then 
1! Live en Li They ! hue Low \ i ly { 0 
mobiles in one shipment. They are unloaded at Guntersville. Ala.. 
which is the southernmost port on the Tennessee River. Those auto- 
mobiles are then transferred from barges to big trailer trucks and 


hauled off to points of distribution all through the Southeast. 
During the war instead of automobiles, ambulances and trucks and 
t ill through 


{ 


ractors were being shipped to Army and military depots 
he Southeast. 

Qi] and gasoline move in tremendous quantities on the Ty nnessee, 
coming in from refineries and distribution points all along the Missis- 
sippi, up the Ohio, up the Tennessee into north Alabama ports and 
‘hatt mMooga, where the oil] is redistribi ted. 
lertilizer is moving out of the Tennessee Valley into the Middle 
’ through Minneapolis and Winona, Minn.. and Prairie du Chien 
in Wisconsin. 

Iron and steel] come from Pitt sburgh, down the Ohio River, up the 
Tem essee all the way to the head ot navigati m at Knoxville. 

The change in the character of the materials shipped on the Tennes- 
see River demonstrates that when you make a stream navigable in 


an area that has possibilities for a diverse development, that river will 


~~ 


become an important part of the economic structure of that region 

and begin to tie it into the specialties of its neighboring regions. The 

economic affinities between the Southeast and Middie West are much 

greater today by virtue of the existence of this navigation channel 
} 


than they were before the Tenn ssee was navigca le. 
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When you find grain elevators piercing the skyline on the Tennessee 
River in north Alabama storing grain that comes from the Middle 
West, then you are really beginning to tie the agricultural economy 
of the two great regions together in an important way, because grain 
can be grown in the Middle West and in the prairie section much more 
efficiently and economically than it can in the Southeast. where we 
do not have the large prairie expanses, and where agriculture must 
be more intensive. Therefore cheap navigation and cheap trans 
portation of grain to supplement the growing pasture economy of the 
Southeast and relieve the Southeast of the necessity of crowing or 
devoting too many of its acres to growl hain: 

Ing livestock economy in the Southeast. Later on I want to 7O 1nto 


o orain 1s helping an ¢ xpana 


that in more detail. but I wanted to relate the 1 iwWieatior feature of 
this whole pl in to some of its economic by products. 

Frequent ly the byproducts become more importar | than the me t] od 
by which those byproducts were created. 

Mr. Davis. Pardon me, Mr. Clapp. Mr. Dondero is very much 
interested in the movement of automobiles from the North by barge 
load coming down through the Ohio and up the Tennessee. — 

Mr. Cuarp. That is right, Mr. Davis. The usual point of origin for 
the river is at Evansville, Ind. If you have 
automobile barges, it is quite a sig 

Mr. Davis. My colleague, Mr. Dondero. has seen it on the Miss 
sippi. Of course, he is intensely interested because he comes from th 
very heart of the automobile industry, where he makes it possible for 
us to ride on rubber. But I want to emphasize this point. There is a 
tremendous movement of automobiles all the w Ly 1 Dp to IANOXY 


never seen one oT those 


which g d, 

ultimate customer as well as business to the retail outlet. 
Mr. Crapr. That is an excellent point, Mr. Davis, and I might add 

this: That every bargeload of automobiles that woes on the river ne 

only helps it to reach the consumer at less cost in the handli o b 


it also helps to relieve some of the terrific congestion on our h 


. » 
Ives Cheaper transportation al oT course. conve ( eTtoti 


and some of t] e congestion on our fre oht lines 

Mr. DONDERO. Ky owlng the amount of money that Cor oressma 
Davis and his constituents have in Memphis I didn’t think many « 
those cars ever got past Me mphis or got down as far as that 

Mr. Crave. Memphis is very generous, Mr. Dondero, in sharing 
its wealth with the rest of t] 
features of this system, I would like to describe the construct 


e Southeast. Before going to the pow: 


schedule and, as it were, make a progress re port to this committer 
our construction program. 

Shortly after the Tennessee Valley Authority was established the 
Congress in line with the basic mandate incorporated in the law 
authorizing the Tennessee Valley Authority to build a system of dams 
for multiple purposes on the Tennessee River, asked the Tennessee 
Valley Authority to report by 1936 what its comprehensive plan for 
the development of the Tennessee Riv: r was to he Congress wanted 
more detail. In about 9 or 10 months from the time the Con oTeSsS asked 
it to make such a report the Tennessee Valley Authority Board filed 
in March of 1936 this r port I hold here which is. in the history oT the 
Tennessee Valley Authority, basic document called The Unified D 
velopment of the Tennessee River System. This report laid out at 


99°17 r nt ¢ watt 
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that time a proposed construction schedule covering a number o 
projects which the Board then thought would be needed to carry out 
the development of the river. 

I have here a chart that lists the projects that were recomended 
this report in 1936. The projects from Wheeler to the raisi 
Wilson Dam as shown on this chart are the Ones th il were 1m 
way back in 1936 in this Unified Development report. 

In this 1936 report our engineers, with the approval of the Boar 
of the TVA, outlined a proposed construction schedule that gav: 
the approximate dates these construction projects should begin and 
an estimate as to when they would be finished. It included as well 
some estimates of their cost. On this chart the red shows the schedules 
is thev were projected in the March 1936 Unitied Development report 
The black bar shows what actually happened. 

To summarize, I think it is clear trom examination of the chart 
that with few exceptions the program proceeded as contemplated in 
the report of 1956. There are two exceptions which relate to Fontan 
Dam and to the raising of Hales Bar Dam. We had proposed in the 
1936 report that work on Fontana would begin in 1937, Fontana was 
viewed as a very Important tributary storage flood-control and power 
project to contribute a oreat deal to the flood-control System asa whole 
and to the power output. It was to be built on the Little Tennessee 
River, which is a tributary of the Tennessee. The Little Tennessee 
River had prior to the time that the Tennessee Valley Authority was 
set up been developed in part by the Aluminum Co. of America. The 
Fontana site was located right in the middle of the Alcoa system of 
dams. Some Alcoa dams were below the Fontana site, and some Alcoa 
dams were above the Fontana site. 

Preparing the way, therefore, for building the Fontana Dam in 
volved a very complicated and protracted negotiation with the Alu- 
minum Co. of America to make sure that when the dam was com- 
pleted there would be a way of integrating the operation of the 
Aluminum Co. of America projects above and below Fontana with 
the operation of the Tennessee Valley Authority’s Fontana project. 
Those negotiations postponed the start of the project, and it was not 
until 1942, after the war had started, or about the time the war had 
started, that Fontana was begun. 

You will notice also that it was completed in less time that we had 
estimated it would be. I will say more about that in a moment. 

The other project that did not proceed about as we proposed back in 
1936 was the raising of the Hales Bar Dam. ‘The reason for that was 
because we did not see fit to urge that improvement in the middle of 
a War, so it was postponed. It has now been done in large part and 
has made of that dam, which we bought from Mr. Willkie a structure 
that can take its place with equality in the projects that have since 
been built on the Tennessee River. 

We proposed this schedule of construction. We carried it out 
pretty much as we planned it. The vision and the planning that went 
into the judgments of the 1936 report have now been put on the river 
in the form of concrete and steel and are doing the things which this 
report of 1936 said they would do. 

On the bottom part of this chart you will notice a series of projects 
that seemed to come and did come all at once. Most of them were 
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am 


{arted or built during the war. <All of — had been envisioned it 
the 1936 report, though perhaps not in ee ularity with which 
they later took form and shape. They were in Tennessee Valley 


\uthority’s future plans, but it was assumed that - ey would be spreac 
over a longer period of time With the advent of hostilities abroad 
and the entry of the United States into the wa) he demand for powe 
iccelerated the pace of these projects and at one time auring th 
period of 1942 to 1943 we had a dozen major projet ts in the constr 
t10on stawe at one time. We had more than £0,000 emp! vyees at work 
that is, employees of TVA, building these dams and power structures, 
| would like now to show the committee another set of estimates that 
we made with respect to those same projects. A combination of a 
red ber and black bar relates to a sin ole } proyect. The red bar shows 
the cost we estimated for the construction of these projects at the time 
we first discussed the project with the Congress in seeking appropria- 


tions for it. ‘The black bar shows the final cost of completion, that is, 
the cost of the job done. 

Kor the total asa whole « wurestimiates predicted 1 tol il cost tor these 
projects of Sd59T,000.000, The total acti il cost Was SOLOVJO00 000, O1 
mL over-run in our estimates on a program nhexcess or a half a billio 
dollars over a period of 18 years—an over-run of 3.1 percent. 


Mr. Davis. I think that is very significant. 

Mr. Mack. Does that include both the dams and the power lines ? 

Mr. Cuarr. That includes both the dams and the powerhouses. The 
installation of units, ves, but not the transmission lines and substations, 
and other things that carry the power from the dams to the distribu 


tion centers. The record on those items would be pretty close to that 
kind of a margin. Actually it might even make a better showing 


because the projects are in smaller dimensions for transmission and 
substations. Consequently they are being estimated and added to 
the program closer to orina shorter pe riod of time between the time 
the estimate is made and the time the job is actually completed. 

Mr. Smiru. Mr. Clap Ds what proportion of that constr n was 
done since the war? 

Mr. Ciarr. A very small portion of it has been done since the war, 
but | might Say that in the construction work that we now are doi 
and have been doing since the war the n ajyor p project is the new John 
sonvVille steam plant. We now have four units of that new Johnson- 
ville steam plant completed and on the line. We will complete that 
plant within the estimates we made in 1947 a 1948. 

Mr. SMITH. That is the point | wanted to brin YF oul about what the 
comparison between the estimates and the actual costs was dur ne this 
time when there has been very little stability in prices. Of course, 
there was some stability during the war. 

Mr. Ciarr. That is right. During the war one could make fairly 
good price estimates, nevertheless our main difficulty on 
occurred dui le the war, and for a reason which I v ould like to poml 
out. We did not hit our estimates on Fontana Dam. I mentioned a 
moment ago that our original proposal for Fontana had in mind a 
longer construction schedule than we actually used. We shortened 
the schedule and used a lot of overtime in order to get that dam finished 
to make its power available to the big defense developments that were 
taking place in the valley. Consequently we exceeded our estimate by 
a large amount on Fontana. 


« 


estimates 
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The same is true with respect to Doug! is Dam Douglas Dam wi: 
proposed in the summer of 1941. Considerable debate develop 
about it. Our estimates were based on the supposition that we woul 


Actually we did not get the initial appropriations in time to beg: 


construction until the middle of the winter. which is the worst tin 
to begin this kind of a construction job. 


: 41 f ] ‘ | ; ] ’ »| aay] 
get started 1th Chie fall months on what was to be an emergency scnedule 


Neverthele & we still vere trying to hold to the orig) al compl 
tion date that we had estimated 6 months befor We did make th 
completiol aate. We set world records on that job ind finished it 
13 months. That was a project of 100.000 kilowatts of power, sul 
Stunt | flo ( rr nicl 9) extreme ly cif t «% =t} tion pr 
OT a be lus O11 PASO il S} i o oT op VW ex ea oO 
CO Stil Teo | T ? orde { COMplet 0) hed le 

Che tas! @ ne wit] n the est mat ng ( I is ea 
SO Tar as t fab vy of pri vas ce ned mie dificult b 
cause of the { | t¢ Inge ad ( ( eal nta le oft ovel 
Cline nha @ methods more expel ( ould « Ww) 
adopt 

Mr. Do» : we king any} 

Mr. Crarre. Mr. Do the powe1 tem « e Tennessee Val 
le Authorit | \ ) S t e detail, has average 
S1l ( one if ‘ ! . ae ( i i) nelud gy | e years Ih wh h Vi 
could not ir market ! se OT LIti@atie t has ave raged b { 
ter thal f percent return ¢ t he verage rp el Ve ] nt 

My ] VD Lo Ve We vested ¢ 


VW LP] yx aly & aray (}) 
Mr. Donnrero. What do vou do with the me that you receive ? 
M ( LAPI | come Ww rec ve é 
Mr. Donprro. The purpose of the question is, I covered int 
the Treasury of the United States or is it put into a revolving fund of 


tem and for power construction with e limits of the authoriza 

ti of our laws. provide that we also make payments into the 

Treasury ficient to return the appropriated funds invested in the 
“yen 

p wer SVsi woot na period ot ¢+U vears. 


Mr. Doxprro. That is, your period of amortization is 40 years? 
Mr. Cuarp. The period of pay back to the Treasurv of the United 


Mr. DonnD! RO. Do vou hase the rates ot power al d other benefit 
licient to accommodate that kind of a 


Mr. Donprro. If you raised your rates of course you would amor- 
Mr. CLare \ ming that our costs and our loads would stay the 
i the Tennessee Valley Authority in earnings and 
rate of return in the last 4 or 5 years 1 much better than that average 
for the tot i] Pp I od. lt has exceeded : percent in some years. We 








10T- 


the 
and 
‘age 


We 
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Mr. Donpero. What part of this entire development do you think 
ould have been done by private enterprise if they had been given the 
portunity ¢ 

Mr. CLAPP. | do not believe private enterprise would have done it. 


Now, whether they could have done it is a difficult question to answer, 


for these reasons: I do not know how a private company could have 
ustified an expenditure over and above that required for power ce- 
elopment in order to get navigation and flood control in these same 


frructures., 

Certainly it would not be fair to have charged investment for flood 
ontrol and navigation into the power base and make the power con- 
sumers pay for it. 

On the other hand. if a private power « ompal y or a group yf them 
ad undertaken, as the Army engineers thought m oht happel n the 
power structures on that river minus flood- 


rly thirties, to build ] 
‘ 
| 


ontrol and navigation features, or even with navigation features, a 
reat opportunity to have contributed substantially to flood control 


On the lower Ohio al d lowel Mississipp1 would have been lost for a 


ong time to come. 
Mr. Donprro. From your studies do you think that the amount of 
mone) allocated to the costs of navigation and flood control is jus ly- 
g¢ itself from the standpoint of savings‘ 
Mr. Cuarr. Indeed it is. 
Mr. Donpero. Either in rates or the saving of property 
Mr. Cuiarpe. In flood control the annual benefits are es imated in 


excess of $11.000.000. That should be related to an annual cost of 
onsiderably less than that. I would like to giv: you the exact hgure 


if I may. 
Mr. Donvero. I have never had ar v quarrel Vv th the development 


ot power on our water resources. | think we must Go iC | se the 
anand For powel is so creat. M\ quarrel] Arises eT) ou get to 
he fiel i ot distributn YF power, Wilt hy CO ld be a b; Ys aac sone 
se, That is one of my objections. 
Mr. CLappr. I would like to comment on that ' 5 ERTS 
ifter I have given you this figu 
Mr. Donprero. Certainly. I did not mean to interpose that question 
. 1 ] | 


ahead of the otners. 

Mr. Ciarr. The annual flood-control costs in the Tennessee Valley 
\uthority system, based on 1951 expenditures for operation a d matt 
tenance. 1X luding depreciation and interest calculations, would be 
S5.500.000, So, if vou want to thu k of it in terms of ratio of a ua 
ost to annual benefits vou get a ratio of 2 to 1. 

Mr. SuirH. On that same subject, Mr. Clapp. what does that S!1,- 
00.000 of benefits include? Are you including the benefits on the 
lower Mississipp! and the Ohio? 

Mr. Cuarr. Yes, sir. It splits about 50-50, It is calculated on an 


eXUre mely cons rvative basis of damage that would othe oO iI 
on the average, which is prevented by virtue of tl IS Operati 

Mr. Surry. For instance, the new situation in Missouri on the 
New Madrid spillway that you ms ntioned awhile ago, to which you 
ittribute the suecess achieved in not having to op the J plug 


How iti h bene fit do Vou ittrib reto that 
Mr. Crape. Actually I do not have a figure for that partientar 


operation, b it the 
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Mr. Smiru. Is that included in the average / 

Mr. Ciarp. That is included in the average. ‘That type of opera 
tion is included in the average and we get at it this way: The annual 
benefits from the Tennessee Valley Authority flood-control system 
attributable to the lower Ohio and lower Mississippi are $5,800,000 
Of that our studies and investigations attribute about a million and 
a quarter of the benefits to railroads, highways, crops, and other prop 
erty ; about $120,000 a vear to reduced levee maintenance: an 1 S4.500, 
000 to increased land values. 

The New Madrid operation I am sure would be one of those opera 

ions that figures 1 t} is inereased land value. If you can save some 
6.000.000 acres. which is the total acreage we 
from flooding on the lower Mississippi be ' 
Authority operations, then obv1 yusly you add someth ‘i 
value. 

Mr. Smiriu. Could you furnish for this record : stimate of max} 
mum benefits that the operation of your flood-control system, espe 
cially in relation to Kentucky Dam. gives the Ohio and the lower 
Mississ pp in reduced flo | levels as it { 

Mr. Ciarr. Yes. 

Mr. Sumiru. So that we could have some idea « he effect. and 
what the effect Is, and how far it woes. 

Mr. Crarr. Yes. I can say to you right at this moment. and | 
will supplement it with more detail, that the effect ranges all the way 
from 216 to 5 feet at Cairo down to less than 6 inches as far down 
as the mouth of the Red. 


Our engineers would be prompt to qualify what have said by 


pointing our Tt ar Those fioures would apply } l Vv. depend no 
on the nature of the storm, the progress ¢ f the crest, and where the 


floods originate, and exactly how the operation is conducted, but 


it 
} 
! 


that is a safe generalization. 

Mr. Macer. Mr. Clapp, at that point I would like to ask this ques- 
tion: This never occurred to me before, but I assume you have your 
own engineers / 

Mr. Crarp. That is right, sir. 

Mr. Mager. In this over-all program do you consult with the Army 
engineers on anv of this whatever / 

Mr. Cuarr. Yes: we do. I might Say ol that point that House 
Document 328, which included the surveys of the Army engineers 
prior to the creation of the Tennessee Valley Authority. w 
valuable source of ideas, data, measurements, with respect 
flow, prospective sites and the like. Beeause of those surveys TVA 
was able to proceed more quickly than it would have been 
if they had not heen ay illable. 

Mr. MAGER. Whe they do have Ma | flood oO! the Ohio oO! the M SSIs 
sippl ] suppose you nieht at times consult with them about handling 
the water in vour system / 

Mr. Crapper. It is much more pre ise than that. The Tennessee 
Valley Author ty and the Army engineer rs, OUCH thie dist t of 
fices, are in pel iodic conmimtu ication on watel problems. W he n there 
is the sliohtest intimation that there is gong to be a flood, even of 
small dimensions, our communications vet more trequent. 
Actually, the Te see Valley Ay thoritv under the Flood Coy 


7 1 I } ° 
t of 1944, | I eve IS, expected to reg ite Thre flow ( 


Ac 
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Tennessee at its mouth in time of flood on the Ohio in a 


with understandings worked out with the Army engineers. 


fore, the Army engineers being in charge of making flood 
estimates on the Ohio and the Mississippi can look to us 
the outflow of the Tennessee at Kentucky Dam to fit best 
rest CONCITIONS oO} the lower Ohio. 

In moments of that kind, or during those periods, ou Oo 
the Army engineers are on constant commu) wablol 


Mr. Macer. Your relationship ave been very } isa 


? l 
Cher 
i cres 
MuUlAte 
eo) 

1 ‘ 

] 

eT 


i 
ay no triction / 

Nh _ LAPP Th | COrre \S vo vel QO} ra vy | 

fe} Lorre ‘ [= (r) 7 om in p rl Ww] 1 ( ' 

ve Bale if ivi oO ( Do | ii \\ Ct) OO’ 
echieved | t eg ( oO f} tie 4 f . 

I might Phatif the Army engineer re t 
they knew more about iO tO handle t e ] lease O wate! 
Dam Ol H Wassee Dam, or hickamauga Dam in order to get better 
control it the n outh Ot t} e Tennessee we would he Qille K TX 
that the leave that tous. Tsay that be ise our eng inee! kk 
than any other group of engineers in the world, as they shou 


weather reports, the relation of weather to flow and relea 
dams, and the pre se coordination of all of these storage da 
single unit. 

Therefore any interference from outside theorists as to 
should be done bette) would be pushed 1 one side 

The important point that I] want to make clear I it Coo 
between the Army engineers and t! ‘Tenne see Valley A 
flood-control matters on this river system works wi by 
point of coordination is at the mouth of our systen 

Mr. Chairman. would you | ke me t proceed, o1 if Vi‘ 

Mr. af NES I Suppose We had petter ce cluc tive en 0 
Clapp. unt TOMOTTOW bh Cause we are expecting a roll « " 
moment. I Deneve vou sa cl you were agreeabt 


tomorrow ¢ 

Mr. \ LAPP. Yes, 1! deed, | could explain that tomorrow 
lke to desea be The powell features of the river-control syste} 
go into the programs that TVA takes part in outside of th 

non the land and watershed of Tennessee. 

Mr. Davis. Mr. Chairman, it is so refreshing to hav n 
Clapp's ability and { 
express my appreciation of the fact that he finds it convenie 


thoroughness be fore t] committee Tt! 


back tomorrow, because to me this is a fascinat o «| 
Prent project, 
Mr. DONDERO. | t ought | Wo ld enve Tor Tear hen aht 


e 
MIy JONES Wew lladiour unt l tomorrow morning 


(Where upon, at 11:05 a.1 the subeommittee adjourn 


i.m.. the following dav. Thursday, May 1, 1952.) 
Subsequently the meeting for May 1 was canceled a Nin 


ontinuation was scheduled for May 15, 1952. 
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THURSDAY, MAY 15, 1952 


Houser or RepresENTATIVES. 
COMMITTEE ON Puptic Works. 
SPECIAL SUBCOMMITTEE To Srupy Crvii Works. 
Washington, D. C. 

The special subcommittee met, pursuant to adjour! ent. at 10:05 
a. m., in room 1302, New House Office Building, Hon. Robert E. 
Jones, Jr., presiding; Charles D. Curran, staff director. 

Mr. JoneEs. I am SOrry we are voing to be delayed, Mr. Cl ipp, and 
I assure you that this is no plot on the part of tl e committee Every 
time you come up we have a 10 or 11 O' lock session of Uh Hou e. I 
regret we were not able to have you yesterday. 

In order that we can get as much done within the he ur, I Will SAY 
this: We will continue with the hearing just as lone as t i] 
permit. JI expect we will have a roll call immediately after the cal 
of the House, because we have a backlog of roll call ‘that 1 
carried ovel from Monday, Tur Saayv., and W ednes iV. and | U! nk 

ot 


there are either five or six ro alls heduled to take place at this 
session. 

When you were here last, Mr. Clapp, vou had dist ed one par 
ticular aspect of TVA, and that was the transportation operation of 
TVA. Also, vou discussed in general terms some of the flood-contro] 
problems. In order to provide maximum ce several 
days’ testimony will, without objectio, be printed const vely 1 
the transcript. but the record will show the actna tac of vm an 


pearance. Would you like to continue from that po 


STATEMENT OF GORDON R. CLAPP, CHAIRMAN OF THE BOARD, 
TENNESSEE VALLEY AUTHORITY 


Mr. Crapp. Thank you, Mr. Chairman. I would like. if I may, ir 


} 4 . a 1 
order to Maintain some continulty in the record, and 


the risk oOo! 


repetition, to summarize rather briefly some of the factual aspects of 
flood contro] and navigation as I covered them in more detail when 


I; peared before the committee on April 30. At that time, as you 
will recall, I summarized the record with respect to flood control and 
navigation, which are two of the major objectives in the TVA Act. 

I pointed out that we built structures on the Tennessee River system 
pretty much in accord with a series of plans proposed in a report to 
the Congress in 1936, so that today we have approximately 12,000,000 
acre-feet of flood control storage arol nd the first of the vear, which 
is the beginning of the flood seasol in the Tenne SSe¢ Valle y. We have 
a navigable channel from Padueah, at the mouth of th Tennessee, 


_ 


up 
I] 


633 





STUDY OF CIVIL WORKS 


to Knoxville, about 620 miles away. This whole system of dams, som: 
28 in number on the Tennessee River and its tributaries, include 1s 
we have built, 5 we have purchased or acquired in one manner or an 
other, and another 5 that are operated under agreements to coordi 
nate their operations with the system of the TVA, even though the 
dams are owned by a private corporation, the Aluminum Co. of 
America. 

[ think I reported to the committee that our total net investment 
for flood control as of the end of the past fiscal year was $167,400,000 
The annual cost of flood control, including operation, maintenance, 
depreciation, and a computed interest, Was 35,500,000. 

| painted out to the committee that to balance this cost there Is ar 
estimated annual benefit of $11,145,000, divided about equally between 
benefits realized in the Tennessee Valley proper and on the lower Ohio 
and the lower Mississippi. 

Mr. Jones. That ratio of benefit on flood control is about 2 to 1. 

Mr. Cuarp. That is correct, Mr. Chairman. A very good ratio of 
benefits to cost. 

1 might indicate that at Chattanooga, the m: jor large flood-danger 
spot on the ‘Tennesse River, the sav ines resulting from the pre vention 

floods through control by the TVA reservoirs upstream from Chat- 
tanooga in these past 16 years has already amounted to more than $45.- 
000,000. That alone is almost a third of the total amount of flood- 
control investment.  ( hattanooga has some local work to do in order 
to make itself safe from floods larger than those of record, but these 
upstream reservoirs that the TVA has built make it possible for local 
protective works to do an economical job to make (¢ hattanooga safe 
from floods. 

Mr. JONI s. What is the nature of the work yet to be lone at Chat- 
tanooga ¢ 

Mr. Ciapr. The plan, as has been proposed by the TVA and the 
Army yar, wires wouls | consist of series of levees along the flood 
plain at Chattanooga. It would mabe it possible to confine the river 
within its banks on reduced crests made lower by virtue of upstream 
regulation. 

With respect to navigation. | pointed out that the trathie of the 
‘Tennessee has increased from some 33,000,000 ton-miles in 1933 to 
ilmost 600,000,000 ton-miles in 1950. More Important that that, I 


ited the change in the quality of the tratlic: that is. how it has gone 
y wate rough and few materials and commodities to a wide Variety of 
important basic commodities and materials. 

The savings to shippers in 1951 amounted to more than $8,000,000. 
This compares with annual navigation costs in 1951, including depre- 
ciation, the computation of interest, and operation and maintenance 
costs Incurred not only by TVA but also by the Army Corps of Engi- 
neers and the Coast Guard, of approximately 36,000,000 which as you 
will notice is a henefit-cost ratio of about 1.6 to 1. 

‘he ‘Tennessee Is now an Important artery of commerce, The net 
investment we have put into that part of the program totals 5140, 
000,000 as of the past fiscal year. This part of the job, along with the 
flood- control part ot the job, i ~ about completed We will need some 
improved modern locks at Wilson Dam and Hales Bar Dam one of 


these day Ss. It is always necessary to carry on some channel-iImprove 
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ment work, but the major job has been accomplished in preparing the 
river for good, solid navigation development. 

I am sure the committee appreciates the reasons why we in TVA feel 
rather proud of the record of achievement that has come about thus 
far. We have been at this for 15 or 19 years. The TVA will have a 
birthday this coming May 15, next Sunday. That is the date the act 
creating the TVA was signed. 

I want, in continuing my report this morning, to go on and recite 
the story of the other major part of the river-development program 
that has made possible the tremendous increase in the production and 
Ise ot ele ‘tricity in the Tennessee Valley. Before | vet into the le 
tails of that, I want to indicate that, because the TVA was to develop 
ill of the hydroelectricity that could be produced from a multiple 
purpose system of dams on the ‘Tennessee, md becuuse 1b Was to see 


1} 


that this electt CITY vot the Widest possiple distrib ition at the iowest 


i 


possible cost i?) other words, ih business-manaveme nt assignment 
the rva. as this committe well KlOWS, Was set up | te iterel tly 
from othe) agencies, It isa Government corporacion. It has certall 
freedoms from the ordinary types o1 ontrol, and the detailed regula 
tions that characterize some of the old-line Governm tC departments, 
We were and have been expected Lo Carry Out a DUSINeSS managed 
operation, and fon that reason we wer vyiveh a greater aegree ol 
flexibility in the organization and admiul tration of our work 

For that reason we have been al eto avoid some of the delay a id 
red tape and complicated procedures That are hecessary or that deve lop 
in othe parts of the Government eryvice 

We can -ue and be sued > we th be 1) iuled nto court Ke any priv ite 
citizen and held accountable ror damage that Wwe all gedly reate, Ol 


obligations that we allegedly failed to keep 

Mr. \NGELL. Mr. ( ha rman, Hie \ la k iu eStllo l 1" 

Mr. Jones. Yes, Mr. Angell. 

Mr. ANGELL. Mr. Clapp, under what authority is the TV A incorpo- 
rated Federal or State / 


ir. CLape. Under the TVA Act of 1933 enacted by the Congr 


Mr. ANGELL. It is not under the authority of y State. It the 
Federal Government ? 

Mr. Criarre. It t kederal Government corporation, sir. We b 
our own lat al. tol example. In the course of our activities al dl pro 


vrams to date, we have purchased approxnnately LVUOOOO0U acres of 
ind. In that we have had to resort to condemnation in o1 iy 6 percent 
of the total. To vive some indication as to how we have exercised 
this responsibility and ais ‘harged t. the awards made Dy the courts 
n those condemnation cases have averaged about 15 percent hioher 
than the TVA’s appraisals, which thus seems to indicate a fair and 
conservative policy on TVA’s part. 

We also have the authority to sell land that we do not need. We 
re constantly rev lewilhg the requirements of our work, decla Ing land 
surplus and making it available, under proper procedures set up in 
the law, to private citizens and In some instances transferring it to 
other kederal agencies for purposes that will be Ink accord with the 
reasons for which the land was purchased, 

We buy our own equipment and supplies. 

Mr. Jones. Mr. Clapp, in that connection let me ask you one ques- 


, . _ P | 1 4 ] 
tion. In the taking areas tor a reservoir where there are Tamilies that 


(r 
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are to be relocated, does the TVA render any assistance to thos 
people in looking for similar types of land, such as to a farmer t 
try to find land in other areas where he can continue the work he 
best fitted for ? 

Mr. Crapr. Indeed, we do, Mr. Chairman. As you and other men 
bers of the committee are probably aware, when you build a dam son 
people have to move. That can become a very difficult problem. It 
difficult in any case for the individuals who have to move, because fre 
quently they have lived there, or their families have lived there, fe 
a long time, and there are sentimental as well as economic reasons wily 
they would prefer to stay where they are. 

TVA recognizes that it is not only an Important economic pr ble: 
to see to it that, within the limits of their desires and judgment, th 
move from the reservoir area to wherever the people want to go shoul 
at least make them not worse off. and h ypefully might make 
better off: but we entered into contracts with the agi icultural 
sion services of the States in which these reservoirs were being 
and through them made a SIs ance and c uidance and coul se] ng avail 
able to landowners and tenants who would be moving from the res 
ervoir area. 

In many instances they orga ized themselve s int cour groups 
went into acdyjour nig areas and looked at farms hat could 
1 ; : 


iased. ‘The extension-service people took great pains in t 


( 


sugeest—everythine was on a voluntary basis. of course—in trving t 


«Y 
suggest to the man who was to move that he try a somewhat 
better farm and, if possible, encouraged h | 
farm that would make it possible for h 


farming to hills 
from row CTODPS I Di QT re, 
Mr. JONES. That is the case in my area, be 


ha saw the program th ‘ being carrie 


‘ul. IT remember back in those days 
lost those river bottoms we would ne\ 
Jackson County. They moved to the u 
mencaoius loss we are producing ahonut 
at the time the land was taken. 

Mr. Cuapp. I think, Mr. Chairman, ve 
{ reco cl Vi ith respect to the effect on t} e 
in all relocated or hel pe 


qaone with a minimum ot fy CT10) ‘ { rest { Cll. Ever hing ba 


been on a voluntary basis. There have been some appealing cases of : 


desire not to move. That is perfectly understand: g. One « 
the most diffies It thing the TVA has had to do is 1] people that 
the time will come whet their land will be flooded a l ¢ ljustme t 
has to be made. We have done everything In our power to make that 
a humane and human job of adjustment. 

Mr. Jones. Do you attempt to provide « erable time where the 

roing to lose the land will |} ive a ‘ unitv to make 

surveys over a eriod of time? ; 


] 
i 

Mr. Crapr. Yes. Mr. Chairman. 
] deseribed In some aetral when | appeared before 


pe rson Wito ls 


neo of our constructior 


projects, whic 
the committee last, made it possi! le for us to announce plans sufhi 


m4 ] } ‘4 } 4 1? ] 6é 4< 39 
ciently in advance so that frequently what we call the “taking time 





I 
pe] 
— 
po 
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‘f the man’s farm—the time when he would have to move—was months 
i years In advanhee, He would be advised specifically as to what 
month of the year it would be, and what year it would be. so that he 
ould plan his crops; and frequently owners took crops off their land 


ifter the had actually me ved to another iocatiol tney navy vy made 
the plantings in the meantime. 
Mr. JONES. What policy coes TVA hy ive W » 2 e¢ To ( 


uuildings and community facilities in towns that are being inundated ? 


Mr. CLiare. We have worked out arrangements with each commu- 
ty or local o1 COUNTY vovernment, as the case may . rea p O- 
riate adjustments. Freq: ently we have encouraged the county. for 
Kamp! . to use the relocat ne ol i sch OL DULIGING ( id D l 
1 3 VOIT area as tne occa ») or vetting t Sst ( eip e 
ury VY oT ec ional Tacilitres mn the oul \ ~ Ole } ome 

Sti - oO or | ( Unties Ol i hii = iu Du 

ry the course of relocating these bulidings with appropriate compen- 

ition from the TVA, whole school-facility syst : ve ’ e- 
planned. and the country or the area using the i¢ l | | is 
made a substantial mprovement i ts whole pr STam as a re ilt. 

Mr. Jonrs. Mr. ¢ lapp, that brings me to ai e] em o1 es 
tion. It Is evident tron what you have ta ed that the TVA Sa 
respecter of the Jocal conditions and local problems. Oftentimes TVA 
1as been accused of being a respasser © t] ‘ | SOVE L ithe 
local rights. Would you like to comm ton that? 

Mr. Crarre. Mr. Chairman, that is one of the most fanciful mvths 
irculated about TVA that one could possibly dream up. I think when 
t} j t ; ] } } 

r story of this whol gram is propel l, 
dams are regarded as old structures and the st im” i a served 
their useful life and new on ve tal their pla rVA 
Ss pulider Of great projects ced upon as Yr Oo] e long 
past. then I be ve the one thing that will seem most important in 

ie history of this whole procera) ; the way TVA sought to « sf 
I i | assistance ind coopel tion of local] Ove } : nad | 
gencies and local communities, rather thar 
su} O nd supreme Federal authority pusning l 

i ; rit ord oj iV &: pproach to th pl ( re I 
e\ O} ent 5 mM of inst s where we f } i 
red ntciy wihited lo} ver tha e our { ] i ore ] i} 

! hit oO t wit ~ ! th u ( 

One maiacte h t wot! i aff { riuture ( y : 
for requ iy ae) (i r bo i Cc 
OnmMui ( Not floor a th m ou e( ~ \ t) | ( r ¢ T 
parts of t trade area. or making a pr sula of t was 
efor ere ids ton count 

Mr. J Has any Gove eS h 
rVA ! d TVA of 9 relic 

\i oo | \ oO mM P 4) . 
bee] ( DY outside groups of the governors the st 
\ t I et \ bite Kl} iy rie l \ I} \ 
itroached w th sehentnd <oan ey 

ON t jc reeollect + 4 st. L } Dicy 
eral years ago made such a direct inquiry of all of the go 

\ Sst ia ¢ LO Ol ienhi Was ¢ »! ul 
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method of WOrkKING with them and encoui iv ng the i to build up then 
OWlh services in acrTik ulture. and forestry. and min rals. and iIndusti 
development, and the hke, had actually strengthened the Stat: 
Q. a2 : 

LUnNCLIONS, 


I had planned, Mr. Chairman, in the presentation of the story « 


, , ' 

the reo | cl Vi } ent tomorrow to Give some ficures with respe 

to the ovreatel rate rT nerense il State funds Trom State Sources 
1 1} ’ 

What you might call oOUures development ictivities, that is, agri 


ture, forestry, minerals development, stream sanitation, tourist pr 


motion ana recreation, and the ke, with l ad min s] ne amount « 
money coming from the TVA as the years have gone on. 

I { Ciie TVA were interested, whi hits not. uv elf wora l elm 
and takine over the functions of the States it would have had an exc 
le nt Opportt nity to ado so because in 1935 the State vovernme rs «¢ 
the Tennessee Valley area were hard-pressed, as were the States 
Iiost of thre country. and we Were assioned i b oO Kec ! | iob to ado 
that valley. Wi ould have moved 1h al cl pushed the State tO One 
ide and said, “We will run our own agricultural program. We w 
run our own forestry program. We wil! advise these communitis 
dire tly. Wi will not seek the aid ot the St ites. 

The States were ill equ pped In Many instances to do the thing 


which they wanted todol those fis Ids. ‘| hey did hot have the people: 
they did not have the techn Clans ¢ they did not have the money > and 
TVA could have used that as an excuse to Say, “We have to get thes 
things done and we have to get them done in a hurry, and we cannot 
wait for the States to do it. Instead, we said to the States, “These 
are functions you oucht to be doing. We recognize you do not have 
the people to do them. We will enter into a contract with you whereby 
you can undertake to do them, and we will reimburse you for the 
pel formance of that service.” , 


As the immediate need for many services diminished from our point 
of view as a Federal agency, the States in the meantime had Incorpo 
rated those services right into their regular functions. 

Mr. Jonres. So that the TVA is an instrument of coo; eration be 
tween the States and the Federal Government in carrving out the 
objectives established in the law ? 

Mr. Cuarp. Exactly right, Mr. Chairman. In the course of that 
cooperation one of our objective in the TV A—and we believe in this. 
| 


ALT 


we ope rate t] is way—is to do everythi (rwe can in a hie Ine the 
objectives of the TVA. Act in such a way that it will actually strenethe 
the smallest units of government. 

Mr. ANGELL. May I ask a question, Mr. Chairman ¢ 

Mr. Jones. Ye 

Mr. AnceLL. Mr. Clapp, what power has Congress over the opera 
tions of the TVA # 

Mr. CLAPP. The Cor orTess co ild abolish t] e ‘J VA. sir’. bv enn tment 
of law. It could refuse—— , 

Mr. Anceti. My question has more reference to the operations that 
are going on. In what respect does the Congress participate in and 
have some control over the operations of TVA as it is being admin 
istered 7 

Mr. CLAPP. We come to the Congress each year for appropriations 
for that part of the program which is not financed out of revenues 
That means most of the program except for power and chemical 











E>" 
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yperations. We are required and do report to the Congress in great 


letail once each year. A report on our activities including detailed 
financial statements and the performance of the vear published aa 
I ually. We also are required under the law to make « erta n pavments 
back into the Treasury from our revenue-producing operati 


marily from power. 
Phe record of TVA’s ace ountability to the Congr 


whi h that has peen exercised. | th nk. is one of t e ] =| ntere 
7 ° ( : ll } } 1 1 ‘ 

wipes of a Government wencey endowed With re ) ! 
ind discretion within the lhmits of its ASSIG) ment, hea ft strict 
accountabihty by the Congress for performance and a e\ ent 

» ohiective 
The appropriation hearings that are imrieG on ea vear y 
hevond discussiol ot the part! ulart | rs TO) vi } ry? 
| £ 


ire being requested. 


Mr ANGELL. What total appropriat oO S e i ry ite 
have been made by the Federal Government to TV A 

Mr. Ciape. Approximately as of 1951 about $1,000,000.(\ | 
of course, does not include all of the money that we have had availal 
to us. If vou add property transfers and revenues— 

Mr. Anceii. I do not mean all of the funds you have used, b 
moneys coming out of the Federal] ‘J reasury Ww uld agoregate, Ve 


sav. about $1,000,000,000 7 

Mr. Cuarr. That is right. 

Mr. ANGELL. What has been returned to the Federal Government / 
You stated some repayments ure being made. part cularly out oft 
receipts of the sale of hydroelectric pows P. 

Mr. Cuiarr. That is correct. 

Mr. Anceiyi. What total repayments have been made to the Fed: 
Grovernment / 

Mr. Ciarr. The total repayments as of last June. 1951. fro por 
proceeds were $54,000,000. Treasury funds invested in completed 
power facilities then totalled $413.000.000. In addition to that w 
have made payments from nonpower proceeds into the gener: 
of the Treasury that would bring that total up to approximat 


$63,000,000. Our payments, of course. are beginning to increas 


our system gets larger and our revenues become oreater. 


Mr. AnGetx. Is there any other source of repayment to the Fede: 


crovernment other than proceeds from the sale of hvdre electr Owe} 
Mr. Cuapp. There is this. sir: The revenues which the TVA ol 
tains from the sale of power are, of course, Government funds \ 


stantial portion of the total investment in the fixed assets of the powel 
system is represented by earnings which might otherwise have beet 
paid into the Federal ‘Treasury. thereby reduc Ing the amo t whit 
was appropriated. About $198.000,000, Tor ex un ple, ot power re\ 
nues have vone into the system. 

Mr. Ancetxi. What is your rated capacity of production of pow: 

Mr. Ciapr. Our rated capacity at the present time is about 3.850.0 
kilowatts. 

Mr. Ancett. Is that firm power! 

Mr. Crare. No. That is not firm power. That is capacity. 

Mr. AnceLL. What percentage of it is firm ? 

Mr. CLiarr. That would depend, sir, on the kind of water year that 
we vet. Let me get that fioure for you. 
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Mr. ANGELL. You may supply it, if you care to, later. 

Mr. Ciarr. About a million and a half kilowatts, I am told, is con 
sidered firm hydro, on the average. 

Mr. Ancett. What is your production capacity from steam? 

Mr. Ciarpe. Our present production capacity from steam is abou 
one million kilowatts. We are building now 

Mr. Ancexi. That is about one-third of your total production ? 

Mr. Ciarr. Of our total capacity. That is right. We are build 
Ing now both hydro and steam, enough idditi nal capacity SO as i 
double our Sj stem in the next 3 years, and most of that is steam. 

Mr. Anceti. Does your steam come from coal of gas fuel? 

Mr. Ciaprpr. From coal. 

Mr. AnGett. What is the cost of the production of t 
pared to the cost for hydro ? 

Mr. Ciarr. The steam-generated power, of course, is more expensive 

the hydro. 


Mr. AnGeLL. How do your rates compare with the Columbia River 


rates ¢ 

Mr. Cuiarr. Their rates are lower than ours. The Columbia Rive) 
is a better river for hydroelectricity than the Tennessee. They have 
iewer torage reservolls to bpulid because they have the SHOW pack 


Mr. AncELL. We have a rate of $17.50 a kilowatt year. Do you 
have a comparable rate 1n your area ¢ 

Mr. Ciarre. We do not compute it quite that way. It would be 
some higher than that 


Mr. ANGELL. W hat would you say you rate wi ld | » as compared 
with $17.50 ? 

Mr. Crarp. I can get that figures for you—$28 

Mr, ANGELL. That is a little less than double ? 

Mr. Cuape. That is right 

Mr. Jonres. But you do not have the trai 1issi0n costs hey have 


n the Columbia area, do you? 

Mr. Crarrp. We have transmission costs, Mr. Jones, but they are 
probably not as heavy as in the Northwest. Our terrain is rugged, 
but not quite that rugged. Our distances from generation to load are 
not as great, as a rule. 

Mr. Ancett. What is the fall in the Tennessee River from the 
uppel! to the lowest dam ? 

Mr. Crarr. These figures on this profile indicate that. The height 


of the gates al Fort Loudoun Reservoir, which is the uppermost one 

nthe mail river S15 feet above sea level, T ie ¢ Vat on below ten 
tucky, which is the dam farthest downstream at the mouth of the Ten 
nessee, is 300 feet above sea level. The fall there is 515 feet in a rivei 


ad nee of some 620 miles 
Mr. Ancew. Is all of the potential hydro power in the river now 


developed ? 
Mr. Crarp. All of it in the main river and a large portion of it in 


the tributaries. The dams on the main river cor iplete the develop 
ment of the river from Paducah, which is at the mouth, to Knoxville. 
which 1s where the Tennessee forms from the conjunction of two 
tributaries. We are now filling up new empty stalls in some of the 


before all ol those spaces are 


main stream dams, but it will not be lon 
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On the tributaries we have built many projects, as you know, and 
we are still building two on the upper Holston, which is a tributary of 
the Tennessee. The ‘re are additional sites on the tributaries. How 
fast we build those will depend somewhat on economic alternatives 
and labor and the materials situation. 

Mr. ANGetu. Is it possible to build the storage reservoirs on the 
upper reaches of the river and its tributories to supply additional 
storage water for the lower dams so as to increase the production of 
hydro power ¢ 

Mr. Cuarr. Yes. Each storage on the tributaries, of course, has 
a beneficial effect. 

Mr. Ancevxi. I mean, additional dams to those you already have 
for increasing storage capacity. 

Mr. Ciarr. Any additional dams we build will be on tributaries 
and will add to the—— 

Mr. Ancetu, My question is whether or not there are sites where 
storage capacity may be increased by building more dams. 

Mr. Cuapr. Yes, there are. 

Mr. Ancett. What operations are carried on by TVA in the way 
of industrial activities, farming and other activities ? 

Mr. Ciarr. We have a very direct interest in those things. 

Mr. Ancety. I mean, carried on by TVA itself. 

Mr. Crarr. TVA’s part in it sir, is somewhat indirectly expressed, 
although we have a direct interest in the result. Let me illustrate. 
We have in the Muscle Shoals area the chemical plants that were built 
during the First World War to produce nitrogen when the Chilean 
nitrates were cut off from this country. 

Mr. Anceti. You use that for fertilizer in the TVA area? 

Mr. Ciarr. That is right. We have redeveloped those plants and 
rehabilitated them and developed some new processes through inten- 
sive laboratory and pilot-plant work, so that now they produce am- 
monium nitrate and various types of phosp hate fertilizer. Those 
fertilizers were or are new type s of materials. In order to test them 
out in practical farming conditions and also in order to be of help to 
the States and local agencies in improving the agriculture of the 

rea, Which is one of the things that TVA was instructed to interest 
‘self in, these fertilizer materials over the past years have gone out 
for distribution under a test-demonstration program set up in co- 
cperation with the agricultural colleges, with the State extension 
ervices, and agricultural experiment stations. Farmers have tried 
these materials out in actual farming operations, and in return for the 
fel tilize: they also agree to develop farm plans to Improve agi icult ural 


pra tices, The changes in farm Management are dire ted pl imarily 
toward an increase of cover ‘Tops, soll-holk ling crops, and crops that 
will fit in with the idea of improved fertilit: v and soil erosion control in 


the entire Tenis @ alle Vv. 

Those programs on the farms are supplemented by some experi 
mental work we have helped carry on with the oe experiment 
stations of the coll »7eS and other re ‘search and edi icational agencies 
of the areas in developing and demonstrating improved types of farm 
paiuers o help in the transfer and mechanization of small-type 
farms that are characteristic of the Tennessee Valley region. 

Mr. Anceti. Are the raw materials from which these products are 
made available, in the area, or do they have to be imported ? 


99217 
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Mr. Crarr. The phosphate rock that is the source of our phosphat: 
materials exists in rather well developed deposits in middle Tennessee, 
and we have mining operations in that area. We get the rock fron 
those deposits and ship it to the chemical plants at Muscle Shoals, and 
some of it is used in a fused rock phosphate plant we have developed 
on an experimental hasis in middle Tennessee near the mines 

The ammonium nitrate, of course, is a synthetic product that is made 
We do vet some phosphate 


vhich are much larger than 


out of the ingredients of air and water. 
Florida deposits, 
The middle 


pebble rock from the 


the middle Tennessee deposits. Ter nessee deposits, 


you may know, are the smallest important deposits in the count 
ranking third to Florida and the Rocky Mountain States, but th 
most highly developed in terms of production. 

/ 


Mr. ANG 
Mr. Cn 


economy. 


ect. Are there any forest products in the area / 
pep. Yes. Forest products are a very important part of the 
The reg of more than 50 percent of timbe 


and woodlands. thou | 


self consists 
‘+h of the timber is in sm: 

ied ‘ rt of small farms The 
owned as a part o mail Tarms. re 
ahead of them a very great development, and they are 
to realize it. Wood products operations at the 
for income to the reovion of about $200,000.000 a year, 


and States foresters of the valley States estimate that that 


, + 
on if 


rh miu ill woodland lots 


rh 
wood products industries have 
how bee inning 
account 


present time 


and our fo 


‘esters 
1 


multiplied almost five times in the future. 


Mr. Anceii. Does the TVA carry forward a reforestation pro 
oram / 

Mr. Crarr. We do this way We enter into aereements with the 
State forest agencies and the agricultural extension services whereby 


o farmers 


Millions 


we pro\ idle seedlings to the State agencies for distribut ion ft 
part of their farm plans. 
] 


who agree to make plantil os as a 


it proce 


mn the 


- have bee? 


upon } iillions of tree planted through { 


Mr. Anceii. What types of trees are o1 there 


ow! 


Mr. Crarp. This area is the outstanding remaining hardwood area 
of the country, but most of the plantings that are being made now 


n pine because tl are faster Grow ing. 


* 


, ANGELL. 


it e\ 
(re those utilized for pulp and 


; 


making of p 


the 


ipel 















Mr. Ciarr. 7 hey will be. There are some pape mills around the 
Tennessee Valley area now that draw upon the valley timber re 
sources for pulpwood, and within recent months a very large papet 
compan is made plat s to locate riaht in the eastern part of the 
it ne Valley which will in prove ereatly the util ZATION of pulp 
wood. 

Mr. AnceLL. Are e anv deposits suitable for the ma 2 O 
aluminum / . 

Mr. Crarr. There are clavs that have a better than average alu 
mina content, There are no bauxite deposits of ! rrade high enough 
to iu tify th mining Tor that purpose. Wi cle have two mpot 
tant alum PLuldy 1! i fries 1! the Vv ley he Aluminum (70. O1 
Ame} Lo t10 (I ¥ and the Reynold Met | il L 
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from South America, or outside of this country, I believe. 

Mr. Ange. Is there any irrigation development in the area? 

Mr. Crarr. Not of the tvpe that one thinks of irrigation in west- 
ern terms, We LO have a Yrowlnge practice ol piped witel applied 
either through seepage or 1n overhead sprays for intensive farm 

: oe 
tures: but it is not of the tvpe of large ditch irrigation such as vou 
have in the West. va , 


Mr. ANGELL. Is nat irai gas available in that area ¢ 


Mr. Crarr. A good part of the supply for both companies comes 


crops, tru k garde) Ss. and in some instances along the river Tol | 


Mr. Crarr. Natural gas has become available within the last 2 or 
3 vears, but imported from outside the area. 

Mr. Ancetyi. Will that provide a cheape fuel than the local coal ? 

Mr. CLAPP. We had hopes that it might. As a matter of fact, we 


had negotiated a contract with one of the VaAas-LTransMItisslo!l ompanies 
that is running a } ipeline through west Tennessee and up into Ket 
tucky on its wav to the East We had hoped, and our ‘ontract did so 


provide, that we would get off-peak or interruptible gas from that 
n 


company to use ina part of om ew Johnsonville steam plant, which 
has recently gone into operation. It seemed it might be a g 
rangement for the gas companies because it would help carry their in 
vestment, and help them find a use for off-peak supplies. But the 
Federal Power Commission denied them the permission to go through 
with that contract. so the gas moves o1 past us to the East. 

Mr. ANGELL. Is there any n iWigatiol on the ‘Tennessee River ? 

Mr. Crarrp. A great deal. sir. I cited figures here a moment ago 
which showed that in 1933, before we started to build these dams. 


there were about 35.000.,000 ton-miles of traflic on the ‘Tennessee sys 


tem. and most of that was rough tll iber, ties, undressed logs. and 
short haul rough produ ts, In 195] the traflic oO! the ‘Tennessee was 


5S9 OOO000 ton miles, with a rather dramati change in the type ot 


commodities. Finished automobiles, for example, are ) DIG 
barges at Evansville. ft ad... On the Oh O River. ful cl Con) 
Ohio up into ‘Tennessee, and are put off at Gauntersville. Ala... which 
is the southernmost point on the river. 

Mr. Ancreti. There are locks provided at each of the dams? 

Mr. Crarre. On the main river dams, that is correct. From Kei 


tucky Dam, which is the one near the mouth of the river, all the way 
through to and including Fort Loudon Dam, which is the dam just 
below Knoxy lle. the re are locks. and. \ ith the exception of the old 


locks at Wilson, and Hales bar very efficient locks with high lifts. We 
are getting grains in fre m the Middle West to help make up the orTraln 
deficienev in the Tennessee Valley. There are considerable ship- 
ments Of ct al. 

Mr. Anceit. Are petroleum products carried on the river? 

Mr. Crave. Pecroleum products are a very important commodity 


on the river coming from ports o1 the Mississippi both upstream and 
downstream from the mouth of the Ohio. 
Mr. ANGELL Phat is one of the most important cargoes on the Co- 


lumbia Rive: vigation traffic. 


Mr. Cuarr. It is a very important one for the Tennessee. It comes 
in from the refineries Lite \ SSIppI Valley, and the objective as 


aruleis to get as far east as poss ble into the Southeast. Chattanooga 
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s an important port where petroleum products are then transshipped 
into Atlanta and other parts for distribution. 

Mr. ANGELL. Is the water level on the Tennessee kept uniform 
throughout the year so that it may be utilized twelve months of the 
year for transportation and navigation ‘ 

Mr. Criarr. Uniform to the extent necessary for navigation. Uni 
form in the sense that we do not allow it to get below a minimum depth 
sufficient to pro wide for a 9-foot draft all through the year. 

Mr. Anceti. Do you have any flood damage in the area 4 

Mr. Cuarr. We had had substantial flood damage in the area prior 
to the construction of these dams. The Tennessee River before TVA 
dams were built was an important contributor to the floods on the 
lower Ohio and the lower Mississippi, and in some instances was 
contributing during the floods up to 25 percent of the total volume 
of the Ohio at its mouth. ‘The most critical flood danger points in the 
Tennessee Basin are Ashville on a tributary and Chattanooga and 
number of smaller cities right on the main river. 

We have planned and built our reservoirs in such a way as to provide 
sufficient upstream storage above Chattanooga, which is the major 
danger point on the main river, so as to be able to reduce the crests 
at Chattanooga to a point where they are now within reach of feasible 
protection through the construction of local works, primarily levees. 
Those levees have not been constructed. They must be constructed 
to give Chattanooga the kind of protection Chattanooga should have. 

The damages that our dams have prevented, however, up to date at 
Chattanooga, total more than $45,000,000, which is over one-fourth 
of the total investment in flood control in the whole system. 

The effect of our regulation of water flow upon other places in the 

— is equally important, although it does not add up to as much 
in dollars. The benefits from our flood control system are divided 
ae half and half between the valley itself on the one hand and 
lower Ohio and the lower Mississip pl on the other. 

Mr. oe ELL. What isthe annual average rainfall in this area ? 


Mr. Crapp. About 51 inches for the whole region. The range goes 
is high as 90 and 100 inches in the mountains in the eastern end of the 
valley, but the average for the whole watershed is about 51 inches. 


Mr. ANGELL. Is it subject to flash floods and sudden downpours and 
heavy rains during certain seasons of the vear ¢ 

Mr. Cxiapp. In the summertime flash floods are possible and rela 
Ve ly common in the eastern end of the system. The danger trom 
flash floods, therefore, is confined pretty much to local situations in 
ie mountains and the foothills. The major flood season of the 
‘Tennessee Basin is fortunately fairly well confined, as revealed by 
LIstory and the pattern of rainfall, to the winter months. 

Mr. Aneett. Do you have in TVA mountain areas where the snow 
falls in winter and accumulates so as to provide water during the 
/, 


immer season 

Mr. Ciarp. No. We have snowfall, but relatively light snowfall, 
and none of it stores in the mountains. The elevations are not high 
©] ough. We have to build our reservoirs. 

Mr. ANGELL. Does ‘I VA carry On any navigation opt rations 

Mr. Ciaprp. We have some barge transfer facilities at our steam 
plants alo a the river 


Mr. ANGELL. In your own operation do you do th: 
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Mr. CLAPP. We do that for our own operations. In addition to that 
we built four public-use terminals started in about 1942 at some care- 
fully selected port along the river—at Decatur and at Guntersville 
in Alabama and at Chattanooga and Knoxville mn Tennessee. We 
wanted to make sure that the navigation uses of the river would also 
be available to those shippers who ship in less-than-carload lots and 
who did not have transportation problems sufficiently large to justify 
building their own terminals. We announced at the time we built 
these terminals that we were looking forward to the time when the 
operations would be such as to ittract privat operators, or some local 
publie agency to take them over. 

Within the last year we have developed arrangements to transfe1 


those terminals to private operators and we are looking forward to 


1 


a successtul tra sfe? ot t| ose operations and } onl rerm nal at Hat 
riman, Tenn., from our developmental handling to an effective p1 


i _ 

vately run operatiol I L | it of the transportati s\vate 1. of 
area. 

Mr. Anceiit. Does TVA carry on anv agi tural operations? 

Mr. Ciarr. Not as such, but'the participation of TVA in the test 
demo! tra progran thro o tive ivaila tv of ert Ze} p 
duced WD as \. the research and tiie that ‘ oO in agi 
tural devel pment problet In cooperation Vv t] e 1 versities and 
the extel 101 services, DuULS Us nto ac uit iral program , +} ’ 
portant way; hough we have no separate agricultural program. 

Mr. ANGELI In the course of vour testimonv before the con 
tee will you 2 ' th vad PRIcee mrormatioi \\ } { ere ce to wha 
changes TVA has | oO about in the area wit] , to act 
cultural devel pole! I fi restry development. i? j y otnel cde- 
velopments / Cal Ve the « inves t t have b brous { ou 


TVA itself throug youl xperimentation and pilot plants and al 
of vou opel LIONS. . 

Mr. Cuarr. I had planned to do that. sir. and had hoped to give 
considerable deta 0 it ate I have fill i ¢ { e story Oo TVA 
electricity. 

Mr. Ancetwi. I very teresting. Thank vou, . Tam vei 
pleased to get this information. 


Mr. Ciarr. I appreciate your interest and the opportunity to re- 


. : 
spond to Vi ur speciiie questions, 
° ’ , , ° ry” » 
The IVA activity in getting Trom the Tennessee R ver system thie 
_ : . : . 
maximum amount of hydroe ctricity consistent wit Ss developm { 
for maximum flood control and navigation has perhaps become bet 


ter known tothe public generally that its flood-control and navigation 
activities. or ts gvenel i| regional resource-developt ent acTIVIT . 
There is a solid foundation in the TVA Act for everything that TVA 
is doing in the held of electrical levelopment 

In the first Dlace, the act, as I explai ed to the committee earlie r. 
authol i the rvaA to bu ld these 1 ultipurpo eS dan s on the Le) 

' ] " ] 4 ’ 

nessee system and equ p them to proauce nvaroetect! ity. We wert 


also told in the act to distribute that electricity for the widest pe 
sible LIS at Tlie lowest possible COST. With respect to t] al d tribution 
obligation we were lnDstruc ted Wn the law to golive preference to States. 


counties, al d here I am quoting from section 10 of the act: 


To States, counties, municipalities, and cooperative organizations of citizens 
or farmers not organized or doing business for profit, but primarily for the pur 


pose ot supplying electricity to its own citizens or members 
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This provision has been the basis for TVA entering into contracts 
with 146 municipalities and rural electric cooperatives through which 
TVA electricity reaches more than 1,200,000 ultimate consumers. 
These contracts, which are contracts between TVA and the municipal 
system or the rural electric cooperative commit TVA to become the 
exclusive supplier of electricity to the local agency, and commit the 
local agency to the task of distributing that electricity at rates agreed 
upon in the contract. 

We also are instructed in the law to look upon these power projects 
under the control of TVA as projects—and here I am quoting from 
section 11 of this act: 

Projects to be considered primarily as for the benefit of the people of the section 
as a whole, and particularly the domestic and rural consumers to whom the power 
can economically be made available; and accordingly that sale to and use by 
industry shall be a secondary purpose to be utilized principally to secure a suffi- 
ciently high load factor and revenue returns which will permit domestic and 
rural use at the lowest possible rates and in such a manner as to encourage 
increased domestic and rural use of electricity. 

Mr. ANGELL. We have a somewhat similar provision in the Bonne- 
ville Act, as you know. 

Mr. Cuapp. I understand so, sir. 

Mr. ANGELL, It is not quite as broad as that. 

Mr. Ciapp. This is a broad description of the purpose of getting 
into the electricity business. 

We consider these two provisions I have just read as our basic 
charter for our whole electricity operation. I call the attention of the 
committee particularly to the instruction from the Congress that this 
electricity was to be made available “particularly” to domestic and 
rural consumers and used for industrial purposes largely to help 
Lroaden the economic base upon which that whole electr ity venture 
could rest. 


Mr. ANGELL. What percentage of your power 1s ised by industry ? 

Mr. Cuiarp. About 65 percent, including the industries served by 
the municipalities and rural electric cooperatives. If you referred to 
the percentage served directly by the rVA., lt s much smaller, of 
‘ourse, 

The industrial consumers served by the municipalities and rural 
electric cooperatives who are not limited by our contracts in the type 
of load they can take on in their area provided it does not run into 


special characte) isti ‘S that make it uneconomical for them—— 

Mr. Ancett, Does TVA furnish power direct to industrial activi- 
ties, or is it furnished through some of the other municipal groups ? 

Mr. Crarr. We serve some of them directly, especially the un- 
usually large loads, and those whose load characteristics are such as 
to make it difficult or inadvisable for them to be taken on as a part 
of asmaller load. 

Mr. Ancewi. Like Alcoa, for instance ? 

Mr. Crapp. Aleoa and Rey nolds Metals Co.. Al d the Victor C] emical 
Co., which has a large electrical furnace operation. 

Industries that for example may be subject to interruption under 
the terms of a contract, because of the nature of their operations and, 
therefore, the type and quality of power they use, would create special 
problems for the distributor. 

Mr. Ancetui. It gives you a market for your secondary power. 
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Mr. Crarp. That is right. We may enter into and do enter into 
power sales contracts under our law for periods up to 20 years, subject 
to the condition that any contracts we enter into for sales of power 
to private companies or to individuals for resale at a profit shall be 
subject to recapture at the end of 5 years in the event that power is 
needed to meet the growth requirements of our preference customers. 

We may and do include in our power sales contracts with the 
municipalities and rural electric cooperatives such terms and condi- 
tions, including resale rate schedules, as we deem necessary, and the 
municipalit ies and cooperat ives are prepared to agree to, to carry out 
the purposes of the act. 

The most important provisions in that respect are the provisions 
for agreed upon resale rates plus those governing how the distributor 
shall use its revenues. The resale rates are agreed upon in the con- 
tracts, and the distributor also agrees that its revenues—the revenues 
that the city system obtains or the rural electric system obtains 
shall be used to repay their debt: to improve or add to their systems; 
and to reduce rates. The electricity revenues under these contracts, 
therefore, are not available far the general purposes of city government 
although tax equivalents are paid, but are confined to the problem 
and obligation of serving the electric consumer. 

Mr. Jonrs. Mr. ¢ ‘lapp, let me ask you one question. Ina reply toa 
query directed to you by Mr. Angell you stated that there were hydro- 
electric potentials on some of the tributaries of the river. If those 
dams were constructed on a hydroelectric potential, would that relieve 
the Tennessee Valley Authority of the necessity of building steam 
plants ? 

Mr. Crarr. No, sir, Mr. Chairman. The quantities of electricity 
that can be developed from the remaining sites within economic feasi- 
bility on the tributaries ot the Te hnnessee Rive will not meet the 
increased erowth in loads that the ‘Tennessee Valley area 1s experilenc- 
ing. Let me explain. 

When we started out, the whole area served by the TVA, which 


neludes the watershed, which is 40,000 square miles in extent, and 


then includes an area aro ind it vh eh ~ equal to that iain, thereby 
creating an area of SU OUU square 1h) le Ss served \ ‘7 V A les tri Ity - 
in 1933 that area used a billion and a half kilowatt hours of electricity 
“en ; P fises ] 11 19 hillion kilowat 
a year. 1711s last year, sca Vear Lvoi, 10 used N1IOn Kilowatt- 
hours. This vear it will use 23 billion kilowatt-hours. The growth is 


tremendous. 

Mr. \ NGELL. W iat States benefit from vour service on hy«dro- 
electric power ¢ 

Mr. Crapp. [Indicating on map:| We serve in practically all of 
Tennessee; western Kentucky with the exception of some portions of 
it: a large area in Mississippi that would include the northern and 
northeastern part as far south as West Point and a little bit beyond. 


Also, north Alabama and a small portion in northwest Georgia: 
some small areas in western North Carolina and reachi yal ttle bit 
into Virginia, including the city of Bristol, which is on the State line, 
and some areas in south central Kentucky, and in this part of Ken- 
tucky north of—up to and just a little bit beyo! a the State line at 


Jellico, Tenn. 
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Mr. Anceti. In your operations in the TVA have you found it 
most desirable and necessary from an economic standpoint to have 
steam plants to firm up your hydro power ¢ 

Mr. Ciapp. Yes, sir. The steam that we have been building is 
for that purpose, with this additional and very important considera 
tion in mind: Much of the large defense load that the TVA has bee: 
asked to meet in the last 10 years, and particularly in the last 5 
vears, has made it necessary to add steam plants beyond what we 
would have added under our regular schedules for normal growt] 


in order to firm up our hydro. But if you segregate that part of our 


steum Capa CV which S most useful iD serving the high load factor 
and defense loads and take the rem nine portion of our steam capac 
tv related to our hydro, then that steam does firm up hydro. and we 


still need more steam to do it. 


Mr. Jones. The committee will meet at 9:30 in the morning. Ws 
tand adjourned until 9:30 in the morning 
Whereupon. il 11°15 a. mMm.. the subeo mittee id 0 rned until 


I 
9: 30) mn. the following day. Fridav. May 6, 1LY5Z 
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FRIDAY, MAY 16, 1952 


Hovuse or REPRESENTATIVES, 
COMMITTEE ON Purptic Works, 
SPECIAL SUBCOMMITTER To Stupy Civin WorKs. 
Washington. D. C. 
The special subcommittee met, pursuant to adjournment, at 9:35 
a.m., in room 1302, New House Office Building, Hon. Robert E. Jones, 
Jr., Presiding. 
Charles D. Curran, staff director. 
Mr. JONI Ss. Mr. ( ‘lapp. 


STATEMENT OF GORDON R. CLAPP, CHAIRMAN OF THE BOARD, 
TENNESSEE VALLEY AUTHORITY 


Mr. Ciarrp. Mr. Chairman, the material I covered yesterday related, 
as you will recall, to the prov islons of the TV A Act, which authorize 
us to generate, transmit, and sell electricity. I described the policies 
set out in the act which govern our operation and our sale of powell 
operations which comprise the largest integrated electric svsten) in 
the United states, serving an area of SO.00U0 square mites, 
about 5 million people live. 


This power, as I explained, goes to the ultimate consumer through 


146 local distribution avencies, 50 of which are cooperatives and V6 
municipalities. They own their own distribution systems and they 


buy their power from the TVA. 
[ described how TVA operates a power system where water contro 


and regulat on is primal ly for flood control and Viratiol 
power subordi ated to those two purposes. 

Now I would lke, if I may, to give some four hich deseribe 
financial basis for that power operation a d then some figures 


help to gage the results. 

Section 14 of the TVA Act directed that TVA allocate to the pm 
poses jointly served, the value of the Wilson Dam and other Gove 
ment properties at Musele Shoals as well as the cost of all future 
projects, including dams and steam plants. The TVA spent a great 
deal of time studying that question, Allocation of common cost 1s 
a common problem In almost any operation that serves more than on 


] 


purpose. Experts devote entire careers to arguments and contentions 


over the allocation of common costs. It is a complex subject, but fre 
quently made more complex than need be. 
Now for some general figures from which I will then set out the 


investment base against which TVA’s power earni 
for the purposes of determining the average rate of return o1 
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investment. TVA has received from the Congress appropriation 
as I mentioned yesterday, of $1,022,317,981 through June 30, 1951 
If to this figure you add the value of property transferred, such as the 
Wilson Dam and the chemical plants and the other properties 

Muscle Shoals that were turned over to TVA at the time it was estab 
lished, and if you add to that the net operating revenues before de 
preciation that the TVA has received from the beginning and the 
$65,072,000 it has received from the sale or issuance of bonds as author 
ized under the law, you get a total figure of $1.420,000.,000 that thi 
TVA has had through June 30, 1951. Of this amount S940 000,001 
has been devoted to the acquisition of fixed assets which are now in ust 
and when I say “acquisition” I mean either purchase or construction 
and mostly construction. That $940,000,000 includes $17,000,000 fo 


a ] ) 
Oe) eral plant such as automotive and trat Sportal Ion equipment, wart 


houses—all those facilities that serve all TVA activities. Thirty 
million dollars is for chemical plant. 

These are all original cost figures without the provision for depre 
ciation indicated. If you subtract chemical and general plant item 
you get down to a figure of $893,000,000, which covers the expenditures 
for all facilities devoted to flood control. navigation. and to power 


Since some of the plants were old and partially depreciated when ac 


quired by TVA the original cost entered on TV A’s books for all such 
facilities was $925,000.000. Now, for each of those purposes the books 
show at the present time, or as of June 30, 1951, $178.200,000 for flood 
control: $154.700,000 for navigation: and, $592.200,000 for power. 
Those are rounded off fioures. The $592,000,000 for power represents 
the original cost as entered on the books and includes $257.200,000 
for single purpose dams, that is, dams devoted to and built only for 
the purpose of producing hydroelectricity, steam plants, and trans 


mission lines, substat ons, and othe electrical equipment. That leaves 
$335.000,000 representing the power investment 1n thre multiple pul 
pose dam system. That $335,000,000 includes $170,400,000 of invest 


ment devoted directly to power. For example, the powerhouse, the 


pr n stocks that are built into the dam to carry the water from the up 


a he ] } } | 7 ] ? | 1 , 

stream side of the dam down to the water wheel. the turbine down at 
the bottom of the venerator. The rest of the $335.000,000, namely. 
$164,500,000, represents that portion of the common investment in the 


nit Ith} le purpose dam system allocated te 
Whatever argument there is. therefore. about the effect of the allo 
ation of the investment in the multiple-purpose system of TVA 


among the purpose of flood control, navigation, and power, relates not 


to the total DIZ. JIU GUO cievoted to power. It Concerns oO} ly the 
question of how much of the residual common investment in the mul 
tiple purpose dan system is allo ated to power. In 7] A’s power 1l- 


vestmen heure $164.500,000 is that allocated amount. In the system 
as 1t stood as of 1951. that feure represents 41.5 percent of the con 
mon investment, 31 percent is allocated to flood control, and 27.0 per- 


cent to navigation. 


The amount of common investment in the multiple-purpose syste! 
of dams ts in total $396,000,000, of which, as I said, 41.5 percent 01 
$164.500,000 is that portion allocated to power. 

If you add the othe fixed assets for flood cor trol. navigation, and 
power, including ill the transmission lines, all the substation . all the 
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fixed assets devoted to all three purposes including the common invest- 
ment, and then strike a percentage, you vet 64 percent devoted to 
power, LY) percent devoted to flood control. and 17 percent devoted to 
navigation. 

The theory of allocation as developed or applied by the group of 
experts in and outside of TVA who were called together for this 
purpose vears ago was that which is referred to as the alternative 
justifiable expt nditure method. There are many theories available 
in this field, as this committee well knows. TVA/’s allocation does 
not exactly fit. al \ of the pres ise theories of the various experts, | ut 
the alternative justifiable expenditure method ; the « e tl at was 
used to ouide TVA h its computations, and the allocatior 1 rea 
sonable application of that method. 


That method, if I can explain it in « versimplified fashion. t| 


i 


That portion of the common cost of a multiplepu pose project which 
any one of the purposes se rved should bear is of the same ratio to 
the total as the maximum amount which that purpose ould justify. 


assuming a project were being built to serve that purpose alone, is to 
the sum of the amounts which each of the several] purposes could so 
justify. In apply ing that method the computation was roug! ly done 
this way: Est imates ot cost were made for a hy pothet eal Te nnessee 
River system with dams providing the eq ivalent amount ot power 
that the multiplepurpose system provides, but providing only for 
power with no flood control or navigation features. Tl 


| nan esti- 
mate was made for a system of dams that would provi 


it 
le aus much 


flood control on the ‘Tennessee River system as the mult plepurpost 
system will provide with no power or nay iwation features Another 
estimate was made that would provide as much navigation improve 
ment as the multiplepurpose system does, but with noth oO for flood 


control or power. | hese estimates ot Cost ot proy dine Vifernartive 


single purpose Sy) stems define the maximum amount earact 1) pose 
would be warranted in contributing toward the cost of the multi 
purpose system of projects. 

Then in orde} to ascertain th amount eacl purpose ( itd De - 
tified in cont ibutine to the common portion of the multipurpose 
system of projects there was subtracted from each of thi se single 
purpose estimates the cost of those features of the multipurpose 
system whi hy would not he included excent as if Was necessary for 
the respective purpose. For example, in the single-p ir} power 
system, the cost of the feature of the multipurpose system, such as 
th powerhouse and the equipment n t. was ded cted Trom the est 
mated total nale purpose powel system cost. Any pel tocks or 
operating mechanisms necessary to operate the s\ tem for power 


| 
purposes and whi h were not required for any other purpose were 


deducted. Finally vou vet down TO the mount whi hy powel h is in 
a single-purpose system such as the dam and reservoir which also 
could be useful in serving anv other purposes, 

A similar procedure followed with respect to each of the other 
three estimates, stripp ne from the navigation svstem a of the 
features that were Sp ifieallvy and exclusively seful for navigation, 
and similarly f TT fle od col trol, ‘| he re would he 1 ike} iwayv the cost 
of the flood gates and sluices for releasing water, wher the reservoir 
levels were below the spillway crest In each case, therefore. vou 
get the amount which each purpose could conti te to tl 
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facilities of the multipurpose system such as the reservoir and the 
concrete in the dam, that is a common part of the project to which 
the other single purpose appurtenances are attached. 

Mr. Jones. May I ask you a question at that point? Is that a com- 
posite figure or are those composite figures reflecting the relationship 
of one dam to another, or is it a figure based upon a single installation ? 

Mr. Capp. The estimates that are used for the theoretical purpose 
of determining an allocation proportion would be a system as a whole, 
Mr. Chairman. TV A’s allocation in fact is based on the taking of the 
system as a whole. 

Mr. JONES. Could that Same system be employed in the analysis of 
a single dam to compute the cost allocations / 

Mr. Ciapp. Yes; it could. That same theory could be applied to 
the determination of what is common investment in a single project 
and how to allocate that common investment among the various pur- 
poses it serves. As a matter of fact, our first allocation in the TVA 
was for Wilson Dam, the Norris Dam, and I think Wheeler. It was a 
three-dam system, but the method can be applied either to a single 
structure serving various purposes or to a system of structures. 

Mr. JONES. How do you first begin the calculations Ol the estima- 
tions of benefit ratios to cost? Do you start by saying that this will 
benefit so much and consequently would justify spending $100,000,000 
on a dam, or do you start with the requirements and work down to the 
benefits? Do you start from the benefits first or do vou start from 
the construction figures first / 

Mr. Cuarrp. The Engineers have to start first with the river, Mr. 
Chairman, as you know. 

Mr. Jones. That is rather an important point, because we have 


different systems in making estimations of cost-benefit ratios. We 
have different criteria for different agencies. so that is a matter of 


prime Importance to this committee. 

Mr. CLarp. I understand that, sir. The TVA approa nto the prob- 
lem of determining how much expenditure is justified and how much 
Investment 1s justified in a project, is to develop what the project would 


cost, under several alternatives varving in the extent to which the 


several purposes are included. It then places or makes an evaluation 
of the purposes to be achieved, and relates them to the cost. Obvi 
uusly that method provides for some adjustment order to get the 
Dest conceivable pra tical ratio between benefits ai ad cost 

For example, on a particular site one could get more flood control by 


raising the he ioht of the dam, but you reach a point bye yo! d which if 
you raise it vou get diminishing returns in terms of flood control, and 
your cost per acre-foot of flood control goes up and goes up too much 
n relation to added benefits. Therefore the Keng neers begin to adjust 
by the application of benefits to cost relationships and achieve the best 
results between the extremes. 

Mr. Jones. I thought the higher you built the dam the more reser- 
Voll you created and the more flood control. 

Mr. Crare. You would create more flood control, Mr. Chairman, 
but the costs wo ld begin to get so high that the benefits would not be 
worth the cost I can illustrate that this way in a practical example. 

When TVA engineers planned the storage dams on the main river 
above Chattanooga and on the tributaries above Chattanooga they 
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had the alternatives available to them of planning for enough storage 
in those reservoirs to give Chattanooga practically complete prote: 
tion from the worst flood which could occur. That would have meant 
dams higher than we actually designed and built. The reason that 
we did not build them higher than we did to provide more upstream 
storage for protection at that critical point was because by building 
them to the elevation we did build them and then assuming the cor 
struction of local protection works around the flood plain mn Chat 
tanooga, the total cost of the two would achieve flood control more 
economically than the higher upstream storage reservoirs, because a 
you push into larger acreages your flood control unit costs may go 
up. 

To come back to the alle cation, after you have cleter mined the costs 
of a single system for navigation and a single system for flood control 
and a single system for power, then the ratios of those costs to their 
Sun become the ratios by which you allocate to the several purposes 
the common cost of the actual Sh stem you do buil l In ultiple pul 
pose dams. 

As I sald, the method that our experts selected among ill of the 
theories available was not precisely apphed to a spht-decimal point 
figure, but it was used as a guide to check the logic of the caleulations, 
and the ultimate and final allocation was a combined application of 
theory and good judgment. 

Actually, I think this committee would find if it goes into these 
complicated matters of allocation that in the last analvsis someone 
has to decide how the investment for several purposes in a common 
structure useful for those several purposes will be allocated among the 
purposes to ve served. There can be theories to oul de the « omputat lon. 
The ultimate test is: Was it a reasonable division of investment among 
the purposes served 

We had occasion to have TV A’s judoment in that matter carefully 
studied and examined several years ago when the Public Works Com 
mittee of the Senate asked the Federal Powe Commission to rey lew, 
for advice to the committee, the allocation of common investment 
made by the TVA. ‘| he Federal Powe) (Commission lid SO al cd issued 
a very exhaustive report, and came to the conclusion that the method 
used by the TVA was a reasonable method; that it was applied with 
accuracy ¢ and that the cone lusions reached and reflected in t 1] 


, 


he alloca 
tions are reasonable and sound. 

Now, with the allocation of the common investment among flood 
control, navigation, and power the committee, I believe. can then 
understand of what the total power nvestment fivure consists. | grave 
you a figure of $592,000,000, representing the total power investment 
as of June 30.1951. That figure corrected for reserve for depreciation 
hecomes $495,000,000. That amount also happens to be the same as 
the average investment devoted to power during fiscal year 1951. 

Now, in that same vear, 1951, TVA produced net earnings after all 
operating costs, depreciation, payments in lieu of taxes to the States 
and counties 1m W h ch TVA operates or has powet! operation all costs 
that are to be covered and included and reflected hl any system that 
follows the Federal Power Commission’s system of accounts for 
utility systems, which the TVA does—net earnings of $26,700,000 

Mr. Jones. What wasthat figure ? 
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Mr. Ciarr. $26,700,000. If you relate that to the $495,000,000, which 
was the average investment devoted to power for 1951, you get a rate 
of return of 5.4 percent in 1951. For the period from 1934 through 
1951 the average rate of return was slightly in excess of 4 percent on 
the average investment for that whole period. 

I call the committee’s attention to the fact that between 1934 and 
1939 the TVA was not selling much power. There were several reasons 
for that. The major one was that we were being kept from our market 
by litigation that went into the courts and through the Supreme Court, 
and was finally resolved favorably to the Government and to the TVA. 
However, it was not until 1939, when the way had been cleared for 
the large acquisition, principally the acquisition of the Commonwealth 
& Southern properties operating in parts of the Tennessee Valley 
area—a negotiation in which Mr. Willkie re prese nted the Common- 
vealth & Southern lt -it was not until that acquisition that 
TVA really began to reach its market and was able to carry out the 
purposes of the TVA Act, which authorized and admonished the TVA 
to bring about the widest possible distribution of electricity in the 
area at the lowest Pa cost. 

Mr. AnGceiu. Mr. Clapp, in reaching that did you take into con- 
sideration depreciation ¢ 

Mr. Ciapr. Yes; now, the municipalities and the cooperatives to 
whom the TVA sells power wholesale also have a part of this financial 
story of the TVA power system. These municipal and cooperative 
electric systems, of course, are independent and stand on their own 
feet. They are autonomous in their own right. They had in 1951 
combined net revenues of $20,300,000. That revenue represents an 8- 
percent return on their de preci ated Pp ylant investment in service. 

Let me give the committee now very briefly a concise statement of 
TV A/’s financial results from a cash point of view. I am talking here 
only about gs perme r system. 

Since 1933 the TVA power system has received $496,000,000 in 
revenues, These revenues have been used in the following Way: 
Operating expenses, interest on bonded indebtedness, payments in lieu 
of taxes to States and counties, account for $209,000,000. This is 
for the whole period from 1935 through 1951. Provision for deprecia- 
tion, $105,000,000, making a tot: aul expense of $314,000,000. That leaves 
a net income, subtracting the $314,000,000 from the $496,000,000, of 
S182.000.000 between 1933 and 1951 

Mr. Jones. Do you have any figures that would reflect the savings 
to the consumers y: electricity if they had paid the national average? 

Mr. Cuare. Mr. Chairman, that figure is approximately $50,000,000. 

Mr. Jones. For what period? 

Mr. Ciapp. A year. For the year 1951. Let me put it this way: 
If all of the electricity consumers that use TVA electricity had used 
the same amount in 1951 as they did actually, and had paid for it at 
rates in line with the national average, they would have paid 
$50,000,000 more than they did. 

This $182,000,000 of net income which the TVA power system has 
produced has been used in this way: $54,000,000 of it has gone back 
into the Federal Treasury as cash payments. That $54,000,000 in- 
c clude s or consists of $21, 000,01 10 used to retire bonds, and $33,000,000 
1 cash entered as miscellaneous receipts into the general funds of the 


I 
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Treasury. The remainder of S128,000 000 has been reinvested in the 
TVA system. 

Mr. JONEs. By what authority ? 

Mr. Capp. By authority of section 26 of the TVA Act 

Mr. Jones. Is that reviewed annually by the Appropriations Com- 
mittee ¢ 

Mr. Ciarp. Yes; that is included in our report at the time of our 
hearings before the Appropirations Committees. It is a subj t of 
annual discussion. 

Mr. ANGELL. Mr. Clapp, you mentioned bonds Does IVA Issue 
bonds to carry on its operations / 

Mr. Ciapp. With the exception of a limited authorization prin l- 
pally related to refunding, TVA has no authority to issue bonds now, 
Mr. Angell. It was granted authority to issue bonds for certain pu 
poses in the oO! igvinal legislat ion and by a later amendment to the TVA 
ble tne acquisition of 


Act primarily for the purpose of making possib 
the large utility properties which TVA bought in 1939. That author 
ity to issue bonds has expired. 

Mr. AncGeti. Those bonds are guaranteed by the Federal Govern 
ment ¢ 

Mr. Cuiarrp. That is right. 

Mr. ANGeLL. What rate of interest do they bear? 

Mr. Ciarp. We pay into the Federal Treasury almost 2 percent on 
those bonds. They are held by the Treasury and were never pul on the 
market because they were such a small amount. 

With that background understood as the basis for TVA’s pr wer 
operations let me describe bi iefly TV A’s WwW holesale rates and the 
rates which the distributors by contract with the TVA have a 


ie resale 
b pphed, 
and then I would like to give you a figure or two on the results. 

Of course, rate structures are a complicated business. and what I 
am about to give you is an oversimplification of our wholesale rate 
structure, but it is as follows: 

At the time it was first set up it ealled for a demand charge of 90 
cents per month per kilowatt of peak load, plus an energy charge of 
4 mills per kilowatt-hour for the first 100,000 kilowatt-hours per 
month, 3 mills per kilowatt-hour for the next 200,000, 215 mills per 
kilowatt-hour for the next 700,000, and 2 mills per kilowatt-hour fot 
all energy in excess of 1,000,000. 

Basically this wholesale rate schedule has remained unchanged 
through all these years, although recently we have worked out wit 
the distributors of TVA electricity an upward adjustment in their 
rates to large users, namely, to large industries, although we have not 
worked out any upward revision, and do not intend to, for the small 
consumers. The reason for the upward adjustment in large industrial 
loads is to reflect the fact that as we are adding steam to our system 
and inasmuch as steam plants are utilized to serve users with high load 
factors—those who use energy most of the time about up to the 
capacity we reserve to serve them we are passing that inc reased cost 
on to the large users and thereby continuing to protect the small con- 
sumers as directed in our law. 

Now. these are the wholesale rates which have earned for the TVA 
and the United States Government through the TVA this return 
of bet ween 4 and D percent on the average lnvestment devoted to powell 
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since 1933. In the contracts we have with our distributors there is a 
basic residential rate schedule agreed upon bet ween the distributor and 
the TVA. That resale rate provides rates of 3 cents, 2 cents, 1 cent, 
and 4 mills per kilowatt-hour for successive blocks of power up to 
1.400 kilowatt-hours. Then it goes back up to 714 mills for all addi 
tional power. 

There are schedules ot resale rates lower than the schedule | have 
just recited, and a growing proportion of the distributors of TVA 
electricity are moving on to those lower resale rates as their financial 
condition makes it possible for them to do so. As a result of these 
promotional rates the average residential use in the TVA area in 
creased by 525 percent from 1933 to 1951. 

Mr. Jones. How does that compare with the national average ¢ 

Mr. Ciarp. The national average, Mr. Chairman, is about 234 per 
cent increase for the Nation as a whole. The actual figures are these 
In 1951 the average residential use in the Tennessee Valley was 3,747 
kilowatt-hours. as compared with 2.004 kilowatt hours for the Na 
tion as a whole. 

Mr. ANGELL. Mr. Clapp, do you have the figures for the Columbia 
River area / 

Mr. Ciarp. I do not have them in mind, Mr. Angell, but I know they 
are very high. Your agricultural use as well as your residential uses 
brings it up very high. The same kinds of promotional rate policies 
to a large extent would explain your high average use for residential 
consumers in the Northwest. 

I think the committee would be interested in these figures: For that 
3.747 kilowatt-hour average residential use, the average TVA con 
sumer paid $51.52, or an average of 1.37 cents per kilowatt-hour. The 
average residential user for the Nation as a whole who used only 2,000 
kilowatt-hours paid more for the 2,000 than the residential consume 
of the Tennessee Valley paid for 3,700 kilowatt-hours. 

Mr. Donprero. You do not use that statement. Mr. Clapp. to indict 
private enterprise in the production of electric power ; do yous 

Mr. Crare. Mr. Dondero, I am not indicting anybody. I am just 
reciting these figures. 

Mr. DonvbeEnro. Private enterprise produces about 80 percent of the 
electric energy used in this country. 

Mr. Ciaprp. I believe that is correct. It isa big business and they 
are prospering. 

The average residential consumer in the Nation for that 2.000 kilo 
watt-hours in that vear paid $56.51, or an average of 2.51 cents pel 
kilowatt-hour. 

The point of those figures, if our experience points to the conclusion 
we think it does. is that obv iously as you reduce the cost of electricity 
vou will increase its use and make the investment which serves that 
consumer work closer to full time, and thereby sustain the lower rates. 

Mr. Donpnrero. Mr. Chairman. 

Mr. Jones. Mr. Dondero. 

Mr. Donprero. Mr. Clapp, you were here the other day and some 
what in a facetious vein I said that if I did not get out of the room you 
would have me convinced, too. I refer back to that for the purpose 
of saying this: There is nothing in the statement presented to this 
committee by which you want this committee to understand that there 
is anything mysterious or secret on the part of the production of elec- 
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tric energy by the Government which gives vou an advantage over 
private enterprise and private investment? You are not saying that 
to us, are you, as the reason that you can produce it cheaper than pri 
vate ry rprise can produce eit / 

Mr. Ciarp. There is no mystery in it. Mr. Dondero, and there is no 
secret ae it. 

Mr. DonprEro. Give private enterprise the same op yportunity and 
advantages you have as a governmental agency and they could produce 
it perl = at the same price as you produce it. 

Mr ‘ LAPP. Some of them do, Mr. Dondero 

Mr. ious ko. In spite of the taxation burden 

Mr. Crapr. That is another story. Some of them do produce it as 
cheaply, or almost as cheaply as we clo, because they have some vdval 
tages inherent in the nature of the sources from which they generate 
their power. As a matter of fact, many of our neig! boring utilities, 
private companies in good standing and doing an aggressive job, have 
perhaps by influence of the example of their near neighbor. t he T V A, 
reduced their rates over the years. Some put in 
time TVA announced its low rates in 1935-34. 
went up. They had to install more capac ty to supply the increased 
load. Electricity, which had heretofore been limited in use to a few 
drop bulbs in the ceilings in the towns and cities, began to be de 
manded out in the rural ese With “4 growth of rural electrifica 
tion, sponsored in large part by the REA and in part by the activities 
of the private companies when they vate to see the heht. the new 
uses of electricity began to reach into areas and serve purposes whicl 
high rates never permitted electricity to serve. 

Mr. Donpero. T am in accord with your view that the cheaper you 


can make this to the people who want it and can use it, the more will 
be used. There is no question about it. I think you are entirely right 

Mr. Criarr. The record of electric-use growth in the Tennessee 
Valley, of course, is one of the brightest spots in this whole storv of 
TVA enterprise. At the present time with a system of Oe/ million 
kilowatts we have under construction a program that will add almost 
as much egain in capacity, so that by Lo we will have in service 
6.700.000 kilowatts of capacity, and by 1955 more than 8.000.000 kilo 
watts. We see no substantial diminution in the rate of increasit oO 
demand for electricity 

I want toe mphi size asc ‘learly as IT ean with this committee. wh 
has a very special interest and responsibility for the TVA. that TVA. 
after the careful consideration and decision by the Congress expressed 
in the amendments to the TVA Act, that made possible the major 
acquisitions of private utility properties in 1939, with Congress fully 
cognizant of the contracts with municipalities and rural-electrification 
cooperatives into which TVA had entered. TVA then became the 
exclusive and sole power supplier of the distribution agencies for 
this area of SO,000 square miles. Consequently the growing demand 
for electricity, which is so vital to the economic growth of the region, 
is a responsibility of the TVA, and by that token it is a responsibility 
of the Congress. 

The Congress has firmly and consistently, over a period of years, 
made it possible for the TVA to keep up with its obligations to serve 
the growing requirements of the Tennessee Vallev region, and we are 
hopeful that the kind of a job we are doing and have proved that we 
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can do will continue to merit the confidence of the Congress and the 
people. 

Now if I may move on to some of the other and important features 
of the TV A’s responsibilities and its record of results I will try to 
finish my statement. I have described the flood-control system of the 
TVA. I have told how we have made the channel of the ‘Tennessee 
River navigable for the distance provided inthe TVA Act, and I have 
described the successful story of TVA generation and transmission 
ind sale of electric power, a success story both from a financial point 
of view and from a point of view of service in the growth of a region. 

Now I want to tell you briefly about a very important facility which 
the TVA operates and maintains and constantly rebuilds and im 
proves, namely, the chemical plants at Muscle Shoals in northern 
Alabama. This committee will undoubtedly recall the origin of those 
chemical plants as growing out of the National Defense Act of 1916. 
At that time Chilean nitrates, upon which this country had depended 
for its nitrogen in munitions and fertilizers, were cut off as a result 
of the blockades during the war. One of the Muscle Shoals chemical 
plants, as authorized under the law and appropriated for by the Con- 
oress, was designed to become the United States first effort in the 
field of synthetic nitrogen production. The other, and larger, plant 
was designed to use the Cyanamid process. Those plants were built, 
but they were never operated in the form in which they were built. 
They remained idle all through the twenties and along with Wilson 
Dam became a part of the historical and controversial Muscle Shoals 
issue. 

Senator Norris of Nebraska fought all through those years to make 
sure that those chemical plants and the Wilson Dam would become 
the nucleus around which this whole ‘Tennessee Valley development 
might emerge. At the time the TVA was set up, provisions of the 
act turned over to the TVA, this newly created Government corpora 
tion, the chemical plants and facilities at Muscle Shoals. The TVA 
was directed to regard them as a facility of utmost importance in time 
of national defense and a facility to be made useful for agricultural 
purposes in times of peace. The plants were idle and obsolete in part. 
The TVA organized a chemical engineering group under the leader 
ship of Dr. Harry A. Curtis, who at the present time is my colleague 
on the Board, and who in early years was our chief chemical engineer. 

Those plants have since been rehabilitated and added to in substan 
tial amounts. We have always regarded them as a facility of impor 
tance to the national defense. We have used them as a national lab 
oratory in which to develop and experiment with and prove the feasi 
bility ‘of new and improved processes for the manufacture of 
phosphates and nitrate fertilizer. 

In order to make them most useful for national defense, and in order 
to demonstrate the industrial utility of large quantities of power and 
to improve the processes by which phosphate rock could be smelted, 
the TVA developed some electric furnace processes and installed them 
in the chemical plants at Muscle Shoals, rehabilitating much of the old 
equipment that was there for that purpose. From those electric 
furnaces we make elemental phosphorus. That elemental phosphorus 
is useful for military purposes. It is also a basic ingredient from 
which high-grade, high-concentrate phosphate fertilizers can be made 
and are made by TVA processing. 
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To illustrate the wisdom of the Congress in designating that facility 
as an important national defense facility, by the time World War I] 
came along the TVA became the principal supplier of the military 
forces for military phosphorus. Furthermore, by the time the war 
came along we had developed some high-analysis or some high- 
concentrate fertilizers, phosphate fertilizers, which became very im- 
portant to our food-production program during the war. . 

As I related to the committee yesterday, these new products that we 
produced, namely, calcium metaphosphate, triple supel phosphate, and 
fused tricalciumphosphate, moved out into practical farms for tests 
and demonstrations, so that we could determine the effectiveness of 
their use. 

| would like to recite in oreat detail the Story of the development 
of these improved processes at our plants in Muscle Shoals and in 
middle ‘Tennessee, where we mine phosphate rock as our raw material; 
but let me confine it to a few figures, and perhaps then the committee 
may wish to get further information by questions. 

These facilities in Muscle Shoals and in middle Tennessee constitute 
a set of plants or facilities that are on our books at $19,900,000, which 
represents original cost less reserve for depreciation. During fiscal 
year 1951 we operated these plants in such a way that we received 
revenues of $17.300,000 with which to cover operating expenses, in- 
cluding depreciation, for a total of $16,000,000, leaving us a net before 
making any allowance for research expense of $1,300,000; after re- 
search costs, a net of $226,000. I recite those financial figures first 
for this reason: They show that we are barely breaking even in that 
operation. 

Mr. Jones. How do you break even? I do not understand that. 

Mr. Ciarp. We break even, Mr. Jones, because one of the produ ts 
that is distributed by the TVA, namely, ammonium nitrate, is not an 
experimental product any longer. Consequently it can go into salable 
channels for special purposes, which I shall explain later, and be 
distributed at a price which is sufficiently above TVA’s cost of pro 
duction to help us carry some of the red figures from the distribution 
of our more experimental products. 

The reason why we do not make a lot of money in our fertilizer 
operation is that this is not a commercial-fertilizer business. 

Mr. Jones. Have these methods and these discoveries been made 
wailable to private industry for them to utilize ¢ 

Mr. Ciapr. Indeed they have. 

Mr. Jones. ‘To what extent ? 

Mr. Cuapp. To a great extent. There are new plants now being 
built by private companies using designs based upon the operations 
conducted by TVA at Muscle Shoals. 

Mr. Donpbero. I am going to ask you, Mr. Clapp. Do you enter 
into a competitive field in the production of these nitrates or these 
phosphates for fertilizer purposes? 

Mr. Ciaprre. No; we are nota compet itor, Mr. Dondero. 

Mr. Donpero. I thought if you were given a slight increase in the 
price of your product you might overcome that narrow margin that 
you have left after a year’s operation. That was the only purpose of 
the question. 

Mr. Ciare. Mr. Dondero, we could charge more than we do for 
our ammonium nitrate and still be within the market price range for 
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nitrogen products, but we are making so much on that particula 
product now that we are a little bit embarrassed by it. The price of 
nitrogen over the country could come down, and we like to keep ow 
product a little bit below market for that purpose. The primary pw 
pose of our operation of Muscle Shoals is not to be competitive wit 
the fertilizer industry, but to pioneer and show the way in the develo) 
ment of new products, and to be sure that higher concentrate, mor 
efficient fertilizer products, will find a good market. 

The use of these materials which contain a higher proportion of 
plant food per unit of materials, is demonstrated and tried out in the 
test demonstration program as well as in experimental product tests 
and the hke, at experiment stations and in greenhouses. Then, a 
farmers become accustomed to their use in neighborhood after neig 
borhood they begin to demand from the fertilizer industry the samy 
quality of Ingh-concentate materials. 

let me illustrate. The test demonstration program is most heavily 
concentrated in the Tennessee Valley and within that area, there ar 
some counties where the number of test demonstrations has been ul 
usually high, because we were trying to alleviate some of the effect: 
of relocation of famihes through the building of flood control and 
storage reservoirs. We find that where TVA materials are being 
most intensively used in test demonstration work by practical, every 
day farmers, the demand for products from private fertilizer com 
panies and dealers has gone up two, three, four and five hundred per 
cent, compared with relatively smaller increases in demay d In areas 
where the test demonstration program is not at work. 

Mr. Jones. In our county it went up 1,300 percent, Mr. Clapp. 

On the point you are talking about let me relate some practi al ex 
perience. I lived on a farm adjoiming a demonstration farm. IT saw 
the accomplishments being made on that farm. and as a result I went 
out and purchased the same kind of fertilizers that he was using fron 
a commercial producer. In 2 years’ time I increased cotton production 
over 200 percent. It was very profitable for me to do it. So that has 
been multiplied many times over in my own home county, and throug! 
that valley area. 

Mr. Cuarr. One could recite. Tam sure, Mr. Chairman, many su 
practical examples of the effective results of pract ical test demonstra 
tions. 

Mr. Jones. Do you send your fertilizers just to the Tennessee Va 


/ 


1] 
it 


ey 


area 

Mr. ("‘y APP. No. Sir’. Qn the contrary, Tritt hy of It gvoes outside ( 

the Tennessee Valley area. I would like to recite some figures on that. 
if I may. These are figures for distribution of TVA test demonstra 
tion fertilizer materials from the beginning of our program up 
through June 30, 1951. This includes the products of triple super 
phosphate, which is now a well-established phosphate material of 4: 
percent P ().. or phosphor c pentoxide in the finished bagged Ih) iterial 
It includes calcium metaphosphate, which is a 62 percent concentrate 
material, and fused tricalcium phosphate and ammonium nitrate 
From the beginning up through June 30, 1951, 1.400.000 tons of these 
materials were distributed inside the Tennessee Valley and 3,383,001 
tons were distributed outside the Tennessee Vallev. Now that includes 
in addition to distribution for test demonstration purposes also distri 
bution of the materials that we put in sales channels, and includes 
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export during the war under lend-lease to help our allies increase food 
production. 

For example, during the war we shipped substantial quantities of 
calcium metaphosphate to Great Britain. It is such a highly concen- 
trated material that vou could get three times as much plant food 
hi the Sine shipping space as compared with ordinary superphos 
phate. Great Britain used it in the expansion of its agricultural 
production during the war. 

For test demonstration purposes alone we distributed during all of 
that period 181,000 tons of triple superphosphate in the valley and 
93.000 tons outside the valley. We distributed in the valley oH6.000 
tons of calcium metaphosphate and 51,000 tons outside the valley. 
One hunderd and ten thousand tons of fused tricalciumphosphate 
were distributed inside the valley and 7.000 outside the valley. Seven 
teen thousand tons of ammonium nitrate were distributed inside the 
valle \ and 10,000 tons outside the valley. 

I would like to call attention of the committee to a very interesting 
figure. In that list I cited 36,000 tons of calcium metaphosphate i 
side the valley, but D1.000 tons outside of the Tennessee Valley. The 
reason for that difference is this: It brings up a very important consid 
eration that TVA takes into account in carrying on its experimental 
and developmental work at Muscle Shoals in the field of phosph ite 
fertilizer. We sent more of that mate) lal, that is, this high concen 
trate 62 percent P.O, material, outside the Tennessee Valley into the 
Middle West principally and into some parts of the far West. but 
mostly the Middle Wi sft. because as vou increase the concentration of 


in. of course, ship plant 


phosphoric acid content in the fertilizer you c: 

food a greater distance at less cost. The Middle West in the years 
since the beginning of the war is just beg@imning to learn that it must 
me ahd cal ise effect vely large qua tities of }) spl ite TertiliZers 

Phosphate, as the committee knows, deals with b fertility It 

1. soil yiidie i i is more To ado t the q l of the fertil 
or thie ( ( | sustained prod tivil i! ead eP veal 

fect wp untity of t rop. reaso ut ire putting 

larger qua vy of t ileum 1 phosplhiat to the Mid \\ 
Sssot ! nel ’ rea, test Genmponstra ’ i e] i Stat 
prog l Out hater i eal » Lint ¥ 
ert }} ( emselves thro rt ' 

ring bution facilitie e of thi operative 
mre Zatic l Heo rto colsidel ro 1} riy | 
try whe e) in persuade private maustry to go Lo thie i uia 
ture of calcium metaphosphate. 

Phe importance of the Middle West’ erest in calcium meta 
phosphate o1 eh-concentrate materials is this: The deposits of phos 
phate iv 1 s country, as I mentioned to this ommiuttee vesterday, are 
principally in three places—middle Tennessee has small deposits of 
about 1l percent of the Nation’s reserve: Florida has about 24 percent 
of the Nat on’s reserves: and the Ro ky Mountain States have t @ rest. 
The Tenne ee deposits. though they are the smallest in quant ty, are 
the m« St hight developed and are carrying too much of the Nation’s 
production. Phosphate is an exhaustible resource. QOnee it is isect it 
is gone. You cannot produce it synthetically It comes from the 
bone depo ts of prehistoric animals, and we will have to wait a lo cy 


time to replen sh those deposits, 
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The Florida deposits are developed next in intensity to the Te 
hessee deposits. The western deposits are just beginning to be opened 
up. TVA is interested in perfecting and getting used high-concer 
trate phosphate materials in agriculture, particularly in the Middk 
West, so that it will be feasible economically to develop wester) 
deposits, process them into high gerade, high concentrate phosphate 
products, and the higher the plant food content is the cheaper 1b Cal 
be shipped to the farmers ot the Middle West trom the wester) 
deposits. We are interested in that for two reasons. One, we want 
to ease the burden on these dw indling ‘Tennessee deposits as a matte! 
of conservation and as a matter of national defense. because phos 
phate is a key material for military warfare and the Tennessee Valley 


i 
t 


Is a strategic internal defense area. Another reason is that we think 
in the national interest the western deposits should he opened up and 
developed so that they can serve more of the Nation’s farmers wit] 
the kinds of fertilizer materials acriculture must have if our soj 
fertility is to be sustained. 

Mr. JONES. How many States outside of the Te nnessee Valle 


are « urying on unit test demonstration farms ? 


Mr. Crapr. About 20 States, Mr. Jones. That number mav be cut 
down in the future because we are beginning to consolidate the test 
demonstration program Into a smaller number of farms. Now that 


some of the major regions have been demonstrated we want to con 
centrate on smaller numbers of farms. The number of States may 
remain the same even though the number of farms is reduced. in order 
to get more intensive tests and demonstrations. 
Mr. Donprero. May I inquire, Mr. Chairman, whether the western 
development is being done by the Government or by private industry ? 
Mr. Crarr. The western phosphate fields are being developed by 


private interests, Mr. Dondero.’ There are two plant developments 


that we know of: one of them obtained considerable design assistance 
or help from the TVA, that is, the use of TVA processes and draw 
ings for its own engineering work. 

Mr. DONDERO. You used the expression a little while : vO, Mit -w 
could persuade pvivate interests or manufacturers to pi 


tain kind of fertilizer” that vou mentioned, I did not quite get the 


name. Is there anything in the picture which would prevent them 
from loing tr ona basis that if could he nroduced eco) mm ally, 
that thev havea n ire of profit to justify its production 7? 

Mr. Crarpr. There is nothing to prevent them from doing it, that 
s, from developing the production of calcium metaphosphate and 


doing so at a profit timate lv. The problem that ind stry has—and 
I am not implying a criticism of their ipparent slowness, Mr 
Donder —_——— 

Mr. Donprro. No; I did not accept your statement as 
I simply was challenged by the statement as to why they could 
be persuaded to do it or w hv they have not done 

Mr. CLAPP. One ¢ f the reasons why the change in the industry is 


slow is that they, of course, get their investment fixed in certain types 


of processes, principally the manufacture of ordinary superphosphate. 
which is a lowe r-concentrate material of about 18 percent P.O per 
hundred pounds of material. For them to introduce new products 


means a faster obsoles ‘ePNTIce of the facilities they have devoted to exist 


ng produ tS, and 1t takes time for Those chanwve to come Into tt 


1e 
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picture. Some progress is being made, however, and the industry is 
becoming very much interested in the processes that we have developed 
at M linet °.4 s . , : eed oe 
at wluscle Shoats. Just within the last vear or so The Nat onal ert 
hzer Association and the TVA have joined in a memorat dum that 
sets up a procedure whereby they send observers into our plant 


sit down with our technical people and become acquit ted more t 
mately Wit! the processes that we are develop o 

One of the hopeful factors which may speed » the techno OL21Ca 
changes in fertilize) production which will redound to the benefit of 
the farmer and to the consumer of food the interest of the Atom 
Energy Commission in the extraction of ra ro} phosphates 


rock. ‘That will require certai 


process that " . t Lec 
plish both purposes, which will give industry a byproduct of som 
value and importance. Th processes that will be required for a 
dual purpose will produce higher-ce frat te fert : 


We are working with the \tom » Enere. Comm 0 the Unite 
} 


States Department of Agriculture research peo) th some plo 
plant work in that type of project at Mi ‘le Shona 

As industry begins to exploit that possibilitv in a proer ve wa 
it will begin to adopt more of the pro sses J \ A | develoned. and 


fertilizers will move farther distances more economically because ther 


will be more highly concentrated 1 pla t food conte? 


Mr. JONES. So the works that are br hg pertor) ( 1 he chemical 


plant are not only for the advantage of the peopl the area of TVA 
and who are served by TVA. but thev have a national ¢ onificance it 
making possible experimentation and thus developing methods | 
which private industry will have available to it processes to pro 
duce higher quality and better fe) zer: and. over bees. Cheat 36 
has a natio1 al defense siot ficanece thatait isa 
erecients of making war? 

Mr. Ciarp. Mr. Chairman, that in excell ivy of TVA’ 
purpose, al d in our judement the sie mes f opera 
activitv in this field. 

If I could just cite in closing that part lar nhace af a 


why this process is great promise 1s that Te 
been a shortage ot sulfin ana sulfiu i cd = The < rhadyic rh (tf used 
by fertilizer manufacturers in impregnating phosphate rock for fert 
lizer purposes. We think th new ! ’ I O ' 
be picked up by private companies before we carry it into com 
seale opt ratio 

You see. our technique is to develop ai idea 1} the laboratory ba 
upon the problem that the farmers encounter. Then whet we de PLO} 
a process t] il looks promising from a laborator\ po nt or vie 
build a pilot plant in our shops at Muscle Shoals and operate that 


pilot plant to get experimental data on the feasibility and econo 
of the process, Whe we have improved if to a point where we ft 


mugs out of it. then we reflect in om appropl 
ld a commercial-seale unit of that proce r) 
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is the way calcium metaphosphate has come into large-scale produc- 
tion at Muscle Shoals. That is the way fused tricalcium phosphate 
has come into production in middle Tennessee by TVA, and so on. 

This particular product is proving out in the pilot plant to be very 
effective and economical, and if the process is picked up by industry 
it can help to alleviate the shortage of sulfur and thereby maintain 
and add to the supplies of fertilizer. 

One other illustration of the use by industry of TVA experience. 
[t is by no means unique. The TVA of course takes out patents for 
many of these improved processes. We have worked on some processes 
that improved the production of dicalcium phosphate, which was a 
wartime activity with us to take care of the shortage of animal feed 
supplement that was cut off the market because of the loss of bone 
meal. We got out of that operation just as soon as we could after the 
war was over, which in this case was not until 1950. But at that time 
the Hoosae Lime Co., which is a prominent private company in the 
chemical field, asked for permission to use the process for commercial 
purposes. We furnished them with all of the technical information 
they wanted. Hoosac installed a phosphoric acid and dicaleium phos- 
phate plant in Massachusetts and operated it there. Late last year they 
announced plans to build a complete plant, including an electric fur- 
nace for phosphorous pre duction, in the Tennessee Valley, to be oper- 
ated by a newly organized Shea Chemical Corp. that will produce 
about 70,000 tons of dicaleium phosphate a year. 

I mentioned that development to illustrate that this laboratory 
serves farm problems relating to soil fertility and improved cover 
crops over the entire Nation by its development of lmproved proc 
esses Which open up new markets for new products not only through 
the test demonstration program but also by making available to the 
fertilizer and chemical industries all of the technical information that 
our expert che mical enginee! S develop. 


Mr. DONDERO. Do you make the bene fit of those patents available 
to people of the country venerally, the lustry that might be in 
terested ¢ 

Mr. Cuarp. That is right. AT] licenses that we have sued so far 
mve he I NOME A lus Ce 

Mr. Fanton. Are there any royalties charged for thi e of these 

itents / 

Mir. Ci I SO Ta e have not wy e ret ‘ roy Vy pas 

ent | ! ( for that. 1f you are inte ic it vant 

yurage industry to use these processes widel If we were to 
look at the patents as a way of earning revenue, we would begin to 
restrict their use and defeat the whole purpose of our research and 
process-development program 

Mr. I ALLON. Phat s what | had In mind, md that s the reason 
why I asked the question. 

Mr. DonpbI RO. That Is the reason why | isked the question. 

Mr. Cuapp. Thank you. I should like to insert at this point a brief 
tatement on TV A’s chemical-engineering work and its contribution 
té agriculture wma MauUustry, 
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4. Development of the continuous vacuum crystallization process for the pr 
duction of ammonium-nitrate fertilizer. The process is safer and more ec 
nomical than the graining process and is now being used at the TVA plant fi 
the production of ammonium nitrate. 

5. Development of a process on a pilot-plant scale for the production of 
diammonium phosphate fertilizer containing about 55 percent P.O; and 21 per 
cent nitrogen. 

OTHER DEVELOPMENTS AND CURRENT WORK 


Extensive pilot-plant work has been carried out by TVA on development 
processes for the production of nitrogen-phosphorus and nitrogen-phosphorus 
potash fertilizers, called nitric phosphates, and the work is continuing. The 
processes are of special interest at the present time because they eliminat or 
reduce the need for sulfuric acid. 

At the request of the Atomic Energy Commission, TVA is conducting a joint 
study with the United States Department of Agriculture on a fertilizer project 
involving treatment of rock phosphate with mixtures of phosphoric and sulfuri 
acids. The AKC contemplates diversion of sulfurie acid from ordinary super 
phosphate manufacture to the production of phosphoric acid by the wet process 
the phosphoric acid, after treatment for the recovery of uranium, will be turned 
over to ordinary superphosphate manufacturers for the production of super 
phosphate. The joint study will provide the technical information needed by 
the superphosphate manufacturers in this program 

extensive research also is being carried out by TVA on the recovery of uranium 
from phosphate ores at the request of AEC. 

Several other promising fertilizer processes are in various stages of develop 
ment in TVA laboratories, 

In accord with a memorandum of agreement with the Corps of Enigneers 
and the Chemical Corps, TVA, since February 1951, has furnished technical 
assistance in connection with an Army classified project being constructed at 
Muscle Shoals, Ala., adjacent to TVA’s chemical plant 

The chemical-engineering facilities and skills available at Muscle Shoals have 
been used in connection with various other projects related to national defense 
for example, during World War II, TVA produced substantial quantities of 
calcium carbide, which was used by private companies in the manufacture of 
synthetic rubber. Other wartime work included research on extracting alumina 
for low-grade ores or clay, on producing aluminum-silicon alloys, a 
ducing magnesium from olivine. 

TY 


VA actively encourages adoption of its successful developments by industr 


d on pro 


[t publishes the results of its chemical-engineering activities in recognized tech- 


4 


nical journals; 141 articles have been published and 97 related patents have been 
granted. TVA also is publishing a series of chemical-engineering reports, each 
f which comprehensively covers a major project Technic nformation is con 
nually disseminated through visits to the TVA chemical plant and by cor 
espondents from all sections of the Nation Inquiries are made by representa 
ves of private industry, Government agencies nd colleges concerning TVA 
developments, engineering information, production activit data on processes 
nd equipment, and many other matters of interest Following are a few illus 


trations of industry’s use of TVA fertilizer research: 

1. The Westvaco Chemical Division of Food Machinery & Chemical Corp. is 
operating three electric phosphorus-smelting furnaces in Idaho First ir 
West, the furnaces are based upon TVA designs and experience 

2. The Virginia-Carolina Chemical Corp. constructed a TVA-type electric 
furnace for phosphorus production in Charleston, S. C 
° Several com} inies have shown much interest in TVA’s new rotating heart] 
experimental furnace. The American Agricultural Cl 


electric phosphorus furnace with a rotating hearth in Florida 


lemical Co. is building ar 


4. Several companies were given technical information on TVA’s process for 
naking dicalcium phosphate for animal-feed supplement 

o>. The Mississippi Chemical Corp., which is operating an ammonia plant it 
Mississippi, has been advised frequently in regard to technical details of con 
structing and operating an ammonia plant. A number of the company’s super- 


visory und operating personnel have trained in the TVA plat 


Mr. Criarr. Now, if I could summarize a few of the changes that 
have taken place in the Tennessee Valley as a result, in part at least, 
} 


1 1 


of the work of the TVA, I think that would conclude mv presentation. 








D 


vears ago in the mid-forties when there were a 
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One of the important changes that has taken place can be seen 
in any tour of the Tennessee Valley. I fly over the Tennessee Valle Vv 
a great deal and travel through it from time to time. If you fly over 
the valle y, and especially during the winter months, you can see year 
by year the increase of areas that show ereen in the winter. To me, 
that is more important an index of what is h: appening to the Tennes- 
see Valley, its land and its water resources, and possibly its people, 
than all of the statistics [ could cite to this committee. That soil 1 
covered all year round. 

This is an area in the Tennessee Valley where the average rainfall 
is 51 inches a year; where the flood season of the winter months is 
occasioned by extremely he “aVY rainfall that beats he: avily upon the 
soil. The temperature is such that the land does not freeze hard in 
the wintertime, and unless it is covered and protected with growth 
it erodes pw washes away severely. That, up until some years ago, 
had been the history in repetitive cycles of what was happening to 
the soils of the ‘Tennessee Valley. 

Mr. Jones. Mr. Clapp, in that connection, is age any sense of 
responsibility on behalf of the TVA such as a feeling of paternalism 
toward the agricultural program on the farm ? 

Mr. Criarp. Mr. Chairman, on the contrary, we have been criticized 
for not displaying a more decisive interest in the agricultural] pal 
lems of the Tennessee Valley. Certainly we do not regard TVA : 
an agency that has a paternalistic attitude toward the agric steve 
of the area or the farmers of the area. The whole TVA test-demon- 
stration program is a voluntary arrangement, where farmers agree 
to come into the program and devote their farms to the purposes of 


test-demonstration work. The actual supervision and leadership of 
the agricultural programs in which the test-demonstration activiti 

are a central part is provided by the State agricultural colleges and 
the agricultural extension services and the county agents and their 
staffs in the counties. The actual determination of wl ether there 
will be sue h a ag orTram lh: L part Cl ilar county or ila part cular com- 


munity is 1n the | hands of the farmers W ho live there. 


Those communities in instance after instance nave beseeched ie 
TVA not to diminish, as we are doing, the number of farms incor- 


] 


porated in the test-demonstration program, and not to diminish the 
amounts of fertilizer we are distributing for test-demonstration pur- 
poses. 

‘] VA. on the othe hand, is saving to these farm Froups, ot you 
have acquired experience in these new practices, and as you have 
proven the ut ility and effectiveness of these new products, it behooves 
you as independent farmers to take more and more of the respon- 
sibility for the continuation and dissemination of these practice 
among vourselves.” We are saving that to the States, too, and the 
states are responding. The farmers are responding, and | TVA today IS 
looking forward to a smaller volume of test-demonstration work still 
financed in part by TVA, but in diminishing amounts. 

Mr. Joni S, Has it been d minishing the amount of TVA part 1} 
tion 7 

Mr. Crarr. Indeed it has. Since TVA began, 67,000 farmers have 


been test-demonstr: ition parti ‘ipants at one time or al other. Che 
high point of the test- demonstr: ation program Was rea hed several 
} t 4 Ww 4 + . 

0 rt), f f 
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stration farmers in and outside of the Tennessee Valley. That fleur 
has gone down rapidly in the last few years, as some of our test 
demonstration programs have gone through 7-, 8-, and 9-year period 
allowing for seeing in some instances three periods of crop rotatio 


experience, to a pomt where it is down now to around 5,000 farms. 








Mr. Jones. When you diminish it. is there any evidence of e 
thusiasm on the part of the states ana lo | communi=ties TO assun 
those responsibilities themselves? 

Mr. Cirarr. The States are stepping into then largecdl responsibi] 
Ties very We 1] a? the whole. The ditheu a - of COUPSe, ~ 1} find ( 
adequate funds with which to maintain the kind of peri yn we 
had helped to rell Irs them for. Also. t ey are pre ed more al 
more for « xpanded services on the part ott stat 

7 ssi es of W bt the TT lie ef \ Hey } ! pena ( 

ore each year upon tiie iv ltural p y | | i ! 

’ , rereags Heree ce of the total ma wit sy , , 
Fede 7 ruil ) 
I 954, for exam} e pl mm t . é 
level, rrveE 1) ¢ , | ( ie) 
r mn r { ay | ‘ ‘ ey 
t 7 ~ ft i , t f | rh) 
Today State { i ee ea DO wa f 

PVA activit MW ted the effort ~ es a 
( r oroups r ry i! ral ) | renal | 
Oot } ( ! ( rov “fot, t fro. 
» staff member ; } orth of ¢ ! ‘ i aget ¢ 
12 A n 1934 ‘ i} ‘ here , ~ ayay 

budeet of S 1 ()) } I] ) he fe ovt ny} We thy 
\ ‘ = f ) ‘ ( tron ] si) ) 

reas pl } ) itely cy el | t] | \ pit 
state Lore cS ! ( Previn’ al ! ! ! yr 7) cr} 
( if ! | develop ! the valley 


PVA ha elped to promote has increases ( r-Ccrop } ti 
the Tennessee Valley One verv simple measure for example is 
since this program begun about SOOQOO0 acre ti lennes: e Valle 
counties have bee} eonverted from row crops to p ir't " 1 othe 
covel rops. The whole and total amount of ag cultura land int 
entire lennessee \ illey counties is about 15,000.01 1c! 4 t| 
period since TVA began its work with the Heo ind with th 
farmers in test-demonstration programs and mh whotk OmmMmunIt 
operations, 10 ha bro ott about a transfer fron rov } to pasture 
and cover crops and close-grow ng orains of about one <teenth of tl 
total amount of agricultural land. 

The more cove} rops, grains, and pastures, « overs and erasses, the 


more Vestoc kk and the bette the ise and control of w iter on the tand 


Che number of cattle and calves increased from 1.493.129 to 1.761.96 


over the period 1934-49. Hogs also increased from 917.599 to 1.253.792 
during this period despite a decline in corn acreage. Horses and 
mules were the o1 ly major class of livestock that declined in number 
There has been a substantial increase in dairy production in the valley 
between 1934 and 1949. An estimate of production, based on pri e 
adjusted sales data, indicates that the phvs cal vi me oj lair 
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products sold increased about ov percent betwee 1939 and 1949. 
Then if you add to this—— 

Mr. Donpero. I am not leaving because I am not interested 
hat is a call of the House. 

Mr. Crarr. Thank you, Mr. Dondero. If you add to the record 
of progress in soll improvement, the tremendous change that has 
taken place because of the increased use of electricity on the farms, you 
understand the forces behind the visual Impressions you get w hen you 


travel through the valley and see the greater areas of oreen. Then 
you realize the tremendous revolution that has taken place in the agri- 


cultural economy of the area. From 3 percent of the farms electrified 


i 


in 1933, the area has moved to 85 percent of all farms electrified. 
These « hanges i agriculture reflect not onlv the results of the 
various agricultural research and demonstration activities carried out 


by TVA but also the Tfert lizer techy ology developments I have dis- 
ome as well as the efforts of many agencies and groups other 
TV. 
Tl he U1 States Census of Agriculture lata indicate a number 
of dale apg voricultural changes that | 
ties in the ‘Tennessee Valley since the | ell ning ot the TV A ee im. 
Let me mention a few ce] anges that reflect the mproved we 1]-1 eIng of 
the fi rm peop ein the valley counties. 
e value of farm products sold per farm increased from $355 
in 1939 to $1,188 in 1949. When the 1949 value is adjusted by the 


BAE’s ( Bureau of i cu preee Economies) index of all farm prices 


. 
nave taken place n the coun- 






to the 1939 price level, » increase in value of products during the 
LU-vear period s about 28 percent. This is. roughly estimated. the 
Increase 1n physical productivity during this period. 

In 1954, 42.8 percent of farm operators were tenants. In 1949, only 
25.0 percent were tenants, 

The numbe1 of tractors on valle \ farn : | rea ec| fron LO.565 to 
57.232 between 1939 and 1949. In 1949 there was one tractor for 
ipproximately every six farms. The number of horses and mules had 
declined during this same period from 497.745 to 412.184. 

Mr. JONES Mor. ( lapp., since we have a eall of the louse a a t | 
can be no obj Clo rhe no one else s here Keept ‘ vO will be 
ermitte ( ] ha ZA Vou! 1 ( ( | | XT i rie ‘ 
follow estilo} ot Mr. ( ral 

Mr. Cirarr. Thank vou, Mr. rl This is time TVA 
repre-el ve appeare ib bore nmiittes ») ng 

3s rel ereTore I want t Ol ray ( ‘ it | 

portil s brief summary « S vears storv of a rf \ 

\ Vy { is reateqd nal ] i ly che ed to try 

OV ! verhniment a hil \ ] W tr \ ive } eq 

y D2 e] ew here Our ! ( hole o1 part may b 
idapted t ‘ eons Ane iffer rob B whether or no 
t! \I ss ! \ wieVv Oo { Col 1} Valley takes wvantage of t 


oO 
wih - } oO I < 8) | eTO with ery DI of m t t 
’ 
eXanmipies of it | have in mind In a number of important i 
thi IV \ a eered, experin it i i developed ‘ met 
=e if ot “| Té nen} 
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I am proud, as any person associated with TV \ from the been! il 


must be proud, of the record we lay be fore vou. I hope the committe 
will understand that it 3 a pride deeply touched with appreciath 
that we in TVA have had th Opportunity to do our work under 
statute so wisely a signed to ft thre requirements of out iob. Cor ore 
delib: rately, it appear .trmed the experiment of PiVINE to rv A. Lp 
lie corporat On, enough OT tiie lexibil t\ character stic of mod 
business management 20 that we eould he held ac ountabl for re 


4 },] ‘ } Bol one ‘ ] 
We have been abl fo avoid detiavs, to reduce red tape. to co forway 


in the kind of Ih) { wii net} 1e] do the r | { \\ t | rreedo! 
from mal v of the tradition 1} 1) ONS OF bureaucraey. we ‘ now! 
edge complet »Aaccountabdiiity, \ ree! leenly responsible to reno} 
to this committee 1 use \ ive made of the freedom an earlier ¢ 
MLESS revye ~ | | Tire 1'¢ ( r\ \° respo Drift 1 
weross the ac Tomed boundarte of Fede department 1 > 
110 ind ve were Tf | O} if 1} l | i oft ne reg 
—{ rv A’ manacel t Ol Dit) ere Fi \ jete 
As the committ nows, TVA wa pee ! lly exem}] ad trom the 
classified civil service. \t the une time the Cone ] rt 
that merit alone would prevail happomtments by pla r a 
mandate in the statute and specifying the pe lt of summary re 
moval if political considerations prevailed in the selection of a single 


employee. 

Within that authorizatio the Board of TVA has selected the men 
and women who have ac omplished this tremendous construction job. 
I reported to you that over the 18 year period estimates have been 
overrun by only i little more than 3 percent, and that percentage is 
almost entirely attributal le to the clefense emergency wl ch required 
shortened construction schedules, We have conducted substantially 
all our constructior program by what is called force account. That 
means that the men who have driven the bulldozers. manned the e 
amines, operated the pun ps, have bee) emplovees of ‘I VA just as the 
experts who eal ulate stream flow, the engineers who desig} the struc 


| ] 
| 


tures, the lawyers who negotiate the contracts, are TVA employees 


ry | “1 . | } . 
Phe same management has been responsible for the location, planning. 


design, construction, and operation of these structures, For us that 
has been a magnificent opportunity. Our men have broken records it 
construction time. They have broken records in accident prevention 
Their design nave won prize again and agan nator il al | nite} 
national contests. And when the se dams and struct ( ire col ipleted 


and begin to serve the Nation they are not 11 ribed as monuments to 
the builders. Instead each structure carries the sin ple statement 
“Built for the people of the United States.” 

We deeply believe that the test of the success of al 
in what happens to the people of the area. We believe that it is fine 


Our Work l¢ 


to build magnificent dams honestly and efficiently, to produce the fer 
tilizer that results in rolling pastures and the beginning of a changed 
° 7 


farm eco} omv in the South. Increased commerce on the river and a 


stimulating rise in the e of electricity are heartening s ons for 
hard working men to see as a result of their efforts. But we know 
that all these are not ends in themselves but 1 ly tools hy wh ch pe le 


O} 


achieve a better standard of living in their homes. i r local insti 





| itions. and n then private enterprises, By 
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lennessee Valley is more fertile because of rVA tivities. Cle rly 
some perils have been abated, some opportuniti s for the enri ichment 
Spach asaya The area of economi ‘choice h s heen cepenied: Wi 
are Willing that TV A’s projects ana its eatheid be judged by a more 
exacting standard for a ele | agency to meet. We have tried and 


believe that we have so co} ducted o1 r operation that State and 
local government have bee strengthened rather tha? weakened. that 
dependences upon the Central Government is less rat] er than create 


! 
I 
cause ot r\ A. and that the sinews oft democra V are stronger 
the Southea I because the Fede il (rovernment maertook this ror 
aim of integrated resource development in the Tennessee I 
1933 


In the future of TV A’s work in the v ley mphasis thre or} 


biective will be maintained 
MIE TITOD Ly ED BY \ \ I Wt ti BEI H 
( \ ( a 
pP 
Relations +} en] iovee wmnions | he 14 ‘ ne? eree) 
tween TV 2 and ‘Tennessee Valley Trades and Labor Cou 


used asa eee the Bonneville Power Administration ts agre 
ment with the Columbia Trades Coun 

TVA’s write management relat ons were reported on al d con 
mended by Joint Committee on Labor-Management Relatio 
Rept. 372, Sist ( ong., Ist sess.). 


tecruiting and examining: Th administrative and profes 
i ting g: In TVA, 


sional people who must supervise the people being hired participat 
hn recruitment and examn r. This participatio some ex 
provided for in the Civil Service Comm ( KA 

ward program, begun in 1946. It is also used by the ¢ 

‘onnection wit S( lect ve certineatiol wi 1¢ h t be on to ea t 


the same time. 
TV At ‘ategory ratings fo} appli ints (outstand r wel 
fied, ceatitied rather than perce! tac ratings, The C | Se) 
( omMISSION IS Now recommending category ratings ror certain classes 


{S positio} ten A Se pl order to make = re unde 
tandable and shal tx ieleniadahere. Phe ( vil service Commissik 
its 1947 annual report, recommet led similar action for the Fede 
service genera lly. Th s recommendation was adopte the ¢ i 
fication Act of 1949 
Service rev ‘w: ‘PVA’s service review plan, adopted in 1945, e1 
phasiZes he ‘Iping emplovees to do a better rob: emphasizes ratings 
of performance of « ach part of a job rather than ratings of emplove 
characteristics, These basic deas were ad pted for the Federal ser 
ice generally in the Performance Rat ng Act of 195 
Reduction i force: TVA emphasizes qualificat ic Or ( ‘ no 
work, rather than performance in past wor The Hoover ( 
on emphasized the same thing 
Ri Dol h) tv of pe} { ] rv A 
is ¢ } i [ ) | f = ( 
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mission had the idea written into Executive Order 9530, February 
L947, Amending the Civil Service Rules and Providing for Federa 
Personnel Administration. The Commission has made some progres 
since then in revising its methods and procedures to make it possibl 
to work out the idea in practice. 

Promotion policy : TVA has had a w ritten policy on promotion 
encouraging career development—since 1945. Similar policy was 
recommended by the Hoover Commission and was recently idopted 
by the Civil Service Commission. 

Executive development program: TV A’s examining standards hay 
always recognized the close interrelation of administration and t] 
subject to which administration is applhed Chey allow people t 
move from technical to adn inistrative work and from one tvpe 
viministrative work to another. This is basically the idea behind 
the Civ i] Service ( ‘ommission’s executive dey elopme nt program That 
is, the Commission has waived certain of its examining standard 
to permit such transfers. 

Z rnd me quisition PProre dure S ma ie thors 

In 1939 TVA loaned personnel to Bonneville Power Administra 
tion to set up a land-acquisition program, and TVA employees simi 
South Carolina. Assistance 


1 
| 


larly aided the Sal tee Cooper project il 
was also olven to the Department of the Army In acquiring land for 
the Oak Ridge atomi energy plant and for proje ‘ts in the Cumbet 
land Valley. . 
Automotive engineering 

TVA automotive engineers have served for years on special com 
mittees of the Society of Automotive Engineers, and on the Inter- 
departmental Motor Equipment Committee, sponsored by the Bureat 
of the Budget. 

During the war, techniques devised by TVA automotive engineers 


for reclaiming outworn or broken parts or equipment in @arages and 


smal] repall shops ere borrowed by the Office of Defense Trans 
portation and recommended for wartime operation to other fleet op 
erators throughout the Nation. TVA’s method for refacing outwon 
engine valves was adopted by the Army as a standard maintenance 
practice. ? 


Nate 


> . 1 1 } . . e . . . 
I ractices developed ror the promotion of sarety lave Heel roptrted 


other or 


Atomic Knergy Comm ssion ha adopted ‘I VA’s pi ret es in regard to 


rround noe electr i! equipment, The Co] 1] bia Mu ipal Kleeti 


system the Due k R ver Cooperative, the Chattar oova Power Board. 


ma t! ra) Nashville Power Board have adopted the practices used i} 
CVA of using Primacord for pole-hole blasting in order to remove 


the electric cdletonator from the area In which it could be detonated 
Dy induced and stray currents. The Associated Indemnity Corp. ot 
Dall iS, Tex.. adopted TVA’s reservoir clearance safe Cy program fo1 
logging operations conducted by its policyholders, after seeing it i1 


operation in TVA 


ranizations inal umibe r of instances For ex imple : The 
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Eli ctric ( 00 pe rative organizations 

TVA encouraged and assisted in the organization of electric distri- 
bution cooperatives which form a model for the REA cooperatives ail 
over the country. 
Office 7iL¢ thods 

Some 2,000 inquiries from other governmental agencies and private 
concerns during the past 10 years attest to others interest in TVA’s 


office methods, standards, and operating techniques. Among the doc 
uments most frequently requested are the Guide to Office Methods 
Study, the Manual of Files Operation Standards, the Manual of 


Standard Secretarial beggin, the Records Program of the TVA, the 
Administr: ative Re lease System of the TV A, the Manual of Office 
Reproduction Stand: = and the Manual on Scheduling and Disposa|] 
of Records. Of the last-mentioned document, th National Archives 
commented that they— 


think it tops anything that has been attempted in this line hitherto by any 
Government agency, not omitting the National Archives 
In 1943 the Navy Department borrowed one of TV A’s ialysts to 


assist in files work, and the War Department had the oem ot two 
analysts to aid in the development of control statts. In 1942, the TVA 
film Motion Study Applied to Letter Indexing was used in training 
work with war-industries personnel, particularly airplane-manufac- 
turing firms. 
Malaria control tech nique 5 

Advances resulting from the research and development activities 
of TVA in malaria control have been widely accepted elsewhere. TVA 
practices in preparation of reservoirs before storage begins have been 
adopted, among others, by the United States Army Corps of Engineers 
and the South Carolina Public Service Authority. State regulations 
or laws concerning impounding of water in reservoirs have been estab 
lished or strengthened on the basis of reservoir preparation techniques 
deve loped by rv A. Many agencies have used information on new 
application techniques and larvicidal formulae developed by TVA. 
TVA has equipped airplanes for distribution of DDT larvicides for 
the United States Public Health Service for use in this country and 
the Philippines, for UNRRA in Greece and Yugoslavia, and, through 
the State Department, for the Egyptian Government. Blueprints 
and drawings have been supplied scores of private companies and 
individuals interested in application of insecticides by aircraft. 


Demountable housing 

TVA developed demountable, prefabricated housing units for use 
at construction projects in isolated mountain areas. ‘This develop- 
ment proved valuable in meeting emergency housing needs during 
World War II. Designs were used at atomic-energy projects at Oak 
Ridge, Tenn., and at Hanford, Wash. ‘They were also used by the 
British Ministry of Supply for the construction of housing for the 
British emergency housing program. 

99217—52—pt. 3—19 
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Radio rain and stream gages 

TVA has developed unique rainfall and stream gages to obtain in 
formation from remote, unsettled areas. Information concerning the 
construction and operation of the gages has been made available to 
many organizations, including the State of Pennsylvania, the North 
Seen Hydroe lectric Board. the Union Electric (70. ot St. Louis, 
Mo., and a number of division offices of the ¢ Corps of Engineers, United 
States Army. The USGS is now using several of these instruments 
in the Denver area. 
WV, athe r Bureau 

In 1939, TVA entered into an agreement with the Weather Bureau 
under which the latter provides more frequent and more detailed 
weather forecasts, including quantitative estimates of rainfall in seven 


subdivisions ot the valley 5 8) hours or more 1n advance. This Was a 
pioneer service in this country. At least two forecasts are provided 
daily, and three or more during the flood season. The Weather Bu 
reau now is providing also an outlook on the weather 5 days in ad- 
vance and a forecast of prospective weather conditions a month in 


advance. 
Topographic mapping Le chnique 8 

TVA’s contribution to mapping was made possible by its pioneering 
in production with the multiplex machine, operating on the stereopti- 
con principle to translate aerial 5 ig, into topographic maps. 
The Army Map Service 1s now using tec bomen developed through 
TV A’s experience with the multiplex machine 
Soil SUTVEY technique 8 

TVA, in cooperation with the United States Soil Service, has devel- 
oped soil survey techniques in classification of soils in terms of suita- 
bility of use. ‘These are now used in soil survey work throughout 
the country. 
Wildlife re fuge 8 

For the first time in the country, multiple-use of game preserves 
were tested in the valley. Formerly such preserves were used solely 
as refuges. In the valley, refuge lands suited to agriculture were 
sharecropped, providing both income to farmers and food for wild 
fowl. Timber sales were made where conditions warranted. Boat 
docks were developed where locations suited such establishments. 
Regulated hunting and trapping were permitted on some of the 
refuges. The dewatering of large areas in summer for malaria contro] 
was found beneficial to wildlife management. The idea that fluctu- 
ating water levels spoiled the use of multiple-purpose reservoirs as 
wildlife refuges has been thoroughly disproved. The United States 
Fish and Wildlife Service is putting the findings in the Tennessee 
Valley into practice in the Santee-Cooper area, in South Carolina, and 
elsewhere. 
Ef ec f of TCS8CT vor syste 7m on fishing 

In a” early days of TVA it was freely predicted that the reservoirs 
wouk 1 | ecome sy biologic: il dese rts.” On the contrary, TVA investi 
gations showed that the lakes — support vear around fishing. 
These studies have led to elimin: ition by State CO! servatiol iwencles 
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Mr. Cuiapr. I am sure there is no change in the agreement. 

We are not advised of the precise basis on which the Corps of En- 
gineers calculated that the power benefits of these Cumberland projects 
would reach $11,000,000. The Corps’ earlier reports on the develop- 
ment included a statement of power benefits which was based on as- 
sumed alternative costs of providing the power from steam plants 
owned by private power companies. There are, of course, many bene- 
fits when hydroelectric power is developed as a part of multi-purpose 
A valuable resource is utilized which would otherwise be 


projects. 
available to the people 1S 


wasted. The total amount ot energy 
increased. 

If the principles employed in estimating power benefit s were similar 
to those used in calculating flood control and navigation benefits, the 
alternative costs to consumers of securing the power from another 
source would provide a basis for measurement. Flood control benefits 
are mainly savings or damages averted to property owners and people 
living in the areas to be protected. Navigation benefits are benefits 
In similar fashion the direct benefits of 


| 


facilities would be 


directly realized by shippers. 
the Federal Government’s investment In power 
realized by the consumers of that power. 

t} same as benefits. In the case 


of projects on 
the Cumberland, the revenues—that is, tl TVA pays for 
the power—come through TVA from the consumers of that power. 
Under the Flood Control Act of 1944, power-marketing principles 
ilar to those established in the TVA Act of 1933 require the power 
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| chould benefits 
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supply of low-cost TVA electricity; by increased raw materials resulting from 
programs of agricultural and forest-resource development; by the availability 
of water transportation through the development of a navigable channel on the 
Tennessee River; through improved knowledge on the availability and uses of 
the mineral resources of the region resulting from a program of mineral research 
and development; through improved recreation facilities which have made the 
area more attractive to both management and labor in industry; through chem- 
ical research at TVA’s Muscle Shoals operations which has made advanced 
industrial technology available; through TVA’s labor training and employment 
program which has added skills and improved the labor resource of the valley; 
and through planning assistance, Government research, and industrial economics 
programs which have encouraged the development of strong, well-staffed State 
and local planning agencies and aided communities in improving the quality of 
community facilities—an important factor in attracting industries. 

Sut resource development activities, impressive as they have been, have not 
been able to do the job of industtrial development alone rhey have improved the 
attraction of resources and opened up new opportunities in the region. But the 
mportant steps of actually starting new industries and of influencing the loca- 
tion decisions of businessmen have been the responsibility and accomplishment 
of the State and local agencies in the region. 

The developments, with others in agriculture, forestry and the like, have 
contributed signficantly toward improving the welfare of the people of the 
Tennessee Valley area. In 10929, average per capita income in the combined 
Tennessee Valley watershed and TVA power service area was only 44 percent 


of the national averace By 1950, the more rapid gains of this region had raised 
per capita income levels to 58 percent of the national average 
FORESTRY 

Forest and woodlands comprise over half of the valley area. Prior to 1933, 
forestry in the Tennessee Valley received little emphasis. While each valley 
State had a forestry division or department, they were inadequately financed 
and understatfed Altogether, these seven States employed only 36 foresters; 
their forestry budgets totaled only $515,800; their forestry activities wet ited 
almost entirely to fire control. There was little or no public interest or unde! 
standing of forest-resource conservation and development Fore 1 < ers 
and forest industries were taking no active part 

TVA’s efforts in forest development have been directed tow l promoting 
publie interest and stimulating increased activity on the } of | Lee ies 
organizations, and industries. Much progress has been made toward a more 
general understanding of th mportance of forests to the economy of the cion. 
Public support of forestry has increased to the point where the valley States 
forestry agencies yw have a combined budget of over $5,000,000; they employ 
more than 300 foresters \ recent survey < rest prod s sti . vs 
42 percent of them taking some a ve part rest-resource development Here 
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Regulatory authority in stream-pollution control rests with the States and 
their subdivisions. They are assisted in interstate problems or with technical 
problems by agencies of the Federal Government TVA has participated exten- 


sively in fact-finding surveys which must precede any program of stream-pol 


tion abatement. 

Since 1936, when TVA was asked by the valley State health officers to begin 
detailed studies in stream sanitation, a great deal of basic information has been 
accumulated. Preimpoundment and postimpoundment studies of pollution 
entering the Tennessee River have shown that at present stream pollution is a 
serious problem only in certain sections of the Tennessee Basin. In these sec 
tions, pollution seriously interferes with many uses of water. 

TVA, in its stream sanitation investigations, has identified eight industrial and 
two municipal sources which are responsible for a major portion of pollution 
affecting the streams beyond the immediate point of discharge. Estimates ind 
cates that $13 to $16 million capital investment would be required to abate these 
'0 identified sources of pollution. If this investment were made, further pol 
lution abatement in the valley would consist almost entirely of correction of a 


lu- 
Lu 


series of local problems, and prevention could then become the keynote of pro- 
srams 

TVA has established a policy to develop, operate, and manage TVA facilities 
so as to provide additional benefits where this can be done without undue loss 
of primary emphasis on navigation, flood control, and generation of electric power 
The net effect of TVA water-control operations has undoubtedly been an im 
provement in water quality and an increase in quantity during periods of low 
surface runoff 

In 1936, not one of the valley States had an organized stream-pollution- 
control program. Now, six of the States have developed such programs ad 
ministered by special boards or commissions. These boards are authorized 
to establish water quality standards and exercise general supervision over ad 
ministration and enforcement of water-pollution laws. The board in Ten- 
nessee has classified its streams according to present and foreseeable uses of their 
waters and announced the amount of treatment necessary at 
bring the streams back into condition for reasonably balanced usage. North 
Carolina and Alabama are working on classification of their streams 

Further evidence of popular interest in and control of stream pollution is 
disclosed by the reported expenditure in 1935 by six valley States of $59,000 


most places 


and 20 man-years of work on the problem; in 1950, the same States are reported 
to have spent an estimated $366,000 and devoted about 61 man-years to the 
work. Encouraging also is the fact that towns in which live two-thirds of the 
population served by sewers now huave plans for sewage treatment plants It 
addition, at least 15 large industrial plants in the valley are conducting work 
waste disposal and studying pollution effects. 


RECREATION, FISH, AND WILDLIF! 

The Tennessee Valley has always had an excellent recreation climate, much 
scenic beauty, many historic sites, and a good location in relation to American 
travel, but was deficient in water resources. TVA construction added to these 
recreation resources and attractions 10,000 miles of water front around 600,000 
acres of water. The dams are now major points of visitor interest and the lakes 
support sport fishing 

The value of recreation improvements and equipment along TVA lakes is over 
$31 million; $9.4 million of this amount is the value of 18,000 recreation boats 

n the lakes. These are private or non-Federal investments. Not more than 
600 recreation craft were on the Tennessee River system in 1933. Person-day 
recreation use of TVA lakes totals 18.5 million a vear. One lake receives over 
3 million person-days use a year and six other lakes receive over a million a 
vear. In addition to recreation use of the lakes, almost 6 million visits a year 
are made to the dams. Recreation use and development of TVA lake shores has 
more than doubled during the last 5 years although only a small percentage 
of shore line has been added by new impoundments. Use of the recreation 
resources is occurring without impairment of TVA’s primary responsibilities f£¢ 
flood control, navigation, and production of electric power. 


To stimulate the wider use of the recreation resources inherent in the TVA 
lakes, TVA operated for a number of years several demonstration parks These 
now have been turned over to State agencies or private interests and TVA has 
no direct recreatl ’ opel LODS, 
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Public agencies and private interests together have assumed the responsi- 
bility for recreation development and use of TVA lakes. Alabama, Kentucky, 
North Carolina, and Tennessee operate 12 State parks on the lakes. These 
parks total 14,500 acres and improvements within them are valued at $3.9 
million. The 38 county and municipal parks on TVA lakes include 3,000 acres 
and the improvements in them are now valued at $800,000. In 1951, the person- 
day use of the State parks was 1.7 million and of the county parks over 1.1 
million. The United States Fish and Wildlife Service operates three game refuge 
areas (101,000 acres, land and water) and State departments of conservation 
operate four game and waterfowl! areas (65,000 acres, land and water). 

Private interests have been responsible for the major portion of the recrea- 
tion developments on TVA lakes. Over 200 commercial recreation businesses 
dot the shore lines. These range from modest boat docks and fishing camps to 
excellent resorts. One of the latter is the largest single recreation operation 
in the Tennessee Valley. Gross income from these commercial operations ex- 
ceeded $4,300,000 in 1951. Private use of lake-front property for summer resi- 
dences is increasing. The number of these has increased from 588 valued at 
$2.1 million in 1947 to 1,696 valued at $7.8 million in 1951. Other significant 
recreation uses include group camping and private clubs 

About one-half of the person-day recreation use of TVA lakes occurs at unde- 
veloped areas. This use is made by picnickers, fishermen, and local people 
seeking a day’s outing. Small areas at bridge abutments and at old road en- 
trances to the lakes have been reserved for public access and bear the brunt 
of this heavy use. In the aggregate these areas provide a most important 
recreation service. 

Sport fishing has multiplied 100 times on storage reservoirs on tributary 
streams and 25 times on mainstream reservoirs, compared with the fishing on 
the same stretches of the river before the dams were built. The total sports 
eatch of fish on TVA reservoirs now exceeds 7 million pounds a year and gen- 
erates business valued at $10 million. Commercial fishermen take 2.5 million 
pounds of nongame fish and 10,000 tons of mussel shells from the lakes annually, 
with revenues of nearly $1,000,000. 

TVA has conducted biological studies of its reservoirs to discover means of 
harmonizing fish and wildlife development with the major purposes of the reser- 
voirs. Findings and recommendations are made available to State fish and 
game authorities. TVA research, for example, showed the feasibility of discard- 
ing closed seasons for fishing and was the basis for State action in removing 
the restrictions. Annual fish catches were doubled without damage to the fish 
population. 

The attraction of TVA reservoirs and the establishment of game refuges 
have greatly increased the population of waterfowl. In 1933 there were no 
waterfowl refuges in the valley, but thousands of ducks and geese now spend 
their winters in the Tennessee Valley. 

Since 1933, the date of the beginning of TVA’s multipurpose reservoir con- 
struction program, the recreation travel business in the Tennessee Valley and 
the Valley States has developed into an industry estimated in the hundreds of 
millions of dollars. Recreation use of TVA lakes has been a definite factor in 
the growth of this new industry. 


EXPANSION OF RESOURCE AGENCIES AND ACTIVITIES 


The period of TVA operation has seen State and local governments in the area, 
as well as private and semipublic agencies, organize to promote more effectively 
the use of the region’s resources. In 1933 no State had a firmly established 
planning and development agency. Each of the seven States now has an organi- 
zation engaged in such activity. Seventy local governments in the valley por- 
tion of the seven States now have local planning commissions. Three of the 
seven States have organized departments of conservation since 1933 and State 
functions in the field have expanded greatly. Administrative agencies for de- 
veloping State parks carry on an almost totally new activity for most of the 
States. Public attendance at State parks has increased from less than half a 
million in 1936 to over 6 million in 1950. The universities in the area have organ- 
ized themselves to participate cooperatively in continuing research in such fields 
as income analyses, administration of resources, and other subjects related to 
the improvement of the regional economy. 

Especially noteworthy has been the expansion of previously existing program 
activities in the developmental field. The greatly increased emphasis on agri- 
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State conservation agencies : 
Departments of Conservation—Alabama, Tennessee, Kentucky. 
Parks Divisions—Alabama, Georgia, Mississippi, North Carolina, Tennessee. 

(Many aspects of the work of the State departments of conservation and 

of separate agencies represent new functions of State government since 
1933. ) 

Power Distribution (TVA Power Service area) 
Tennessee Valley Public Power Association. 
State Rural Electric Cooperative Association (one in 
95 municipal power boards (includes about 15 in operation before 1933) 


each valley State). 


50 power cooperatives. 
Public health: 


Department of Preventive Medicine, University of Tennessee (malaria 


research ) 
213 county health units (valley States, excluding Kentucky ) 
Libraries: 26 regional libraries (seven valley States) 
Minerals: Asheville Minerals Research Laboratory 
State planning agencies 
Alabama State Planning Board 
Georgia Department of Commerce. 
Kentucky Agricultural and Industrial Development Board 
Mississippi Agricultural and Industrial Development Board 


Division of Industrial Development, North Carolina State Department of 


Conservation 
Tennessee State Planning Commission 
6Y city and county planning agencies—in 
Southern Association of State Planning 


Local planning agencies the watershed 
Regional-wide groups of official agencies : 
and Development Agencies 
Graduate schools in planning: 
Department of City and Regional Planning, University of North Carolina 
Department of City and Regional Planning, Georgia Institute of Technology 
Agriculture: 
County erosion control association (118) 
Seven federated purchasing cooperatives 
Valley States Conference of Land Grant Colleges 
Community improvement clubs (related in origin to TVA test-demonstra 


700 in Tennessee and othe ley States also devel 


tion tarip activities 
oping proerams ) 
Recreation and tourist 
Tennessee Tourist and Development Association 
Western North Carolina Tourist Association 
rri-State Highland Association 
Major tourist bureaus (examples: Knoxville 
Area development organizations 
Western North Carolina Associated Cominunities 
North Alabama Associates 
North Mississippi Industrial Development Associa 
West Kentucky Development Association 
Washington County (Va.) Development Association 


Industrial research laborat es und facilities (seve! illey a 
Industrial Research Institute (University of Chattanooga ) 
Auburn Research Foundation (Alabama Polytechnic Institute) 
Georgia Tech Research Institute, Georgia Institute of Technology 


Kentucky Research Foundation, University of Kentuck) 


Other 
Southern Regional Education Board 
5 Southern Regional Studies and Education 


Comniuttee on I 


Committees of the South (of National Planning Association ) 


Municipal Technical Advisory Service 


rennesse¢ 


\7T ‘ 
sippi Economic Council 
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Mr. Jones. There will without object ion be placed in the record 
at pertinent places several statements that have been received during 
the course of these hearings. Wew ill adjourn subject to the call of the 
Chair. 

New HAMPSHIRE ELECTRIC COOPERATIVE, IN« 
Jaffrey, N. H., April 17, 1952 
Hon. Rosnerr BE, JONES, Jr., 
Chairman, Subcommittee To Study Civil Works, 
House of Representatives, Washington, D.C. 

DrArn CONGRESSMAN JONES: It is my understanding that on or about April 22 
your committee is to afford an opportunity for statements to be made by non 
Federal interests relative to the purposes in view by the committee. While it 


will be impossible for me to be present I beg leave to file the following state 


ment 
I have read with care the Statement of the Responsibilities of the committee 
and will confine myself to the limits set therein I also have read and studied 


the report A Water Policy for the American People as well as volume 2 of the 
same committee report entitled “Ten Rivers in America’s Future 

As president of New Hampshire Electric Cooperative, Inc., and its wholly owned 
subsidiary, White Mountain Power Co., which together own somewhat more than 
2,200 miles of electric line serving more than 14,000 New Hampshire locations, 


I am primarily interested in the question of securing adequate electric power 
at the lowest price consistent with financial soundness And as chairman of 


the power committee of the Northeastern Electric Cooperative Association, com 
prising 14 cooperatives in Maine, New Hampshire, Vermont, and New York, my 
attention has been directed to power problems outside my own area 

For some 14 years now the question of flood-control dams has been before 
the people of this area; and, as a citizen who has suffered damage from floods, 
I have taken as active an interest as possible in the problems presented. While 
of course our New Hampshire problems in this respect are minor as compared 
with those of other sections of the United States, my study of the local situation 
has resulted in creation of an interest which has led me to study the whole 
question as applied to the country at large And as a member of the New 
Hampshire House of Representatives for 11 terms, from til to time it has b 
come my duty to inform myself of the local situation, which entailed a study of 
projects and problems elsewhere 

Having noted at first-hand here in New Hampshire the wide variation I 


tween the conclusions of the Corps of Army Engineers and the Federal Py 
Commission in connection with the control of the Merrimack River nd hay 
earned of similar diversions of policy between the corps, the Bureau of R 
matciolr and other Federal agencies,I ar convineed that it is esse 
over-all agency be established by the Congress to bring about correlati« 
undertakings for multi-purpose development, thereby affording the great 
benefits with the minimum expenditure of public and private mds 

An example of \ hat might be a complished in this w S ¢ t ( ( 
recent formation of the New England-New York Interagency Committee 1d 
ing representatives of all Federal agencies concerned in ; the varied as} 
of conservation: representatives of State agencies likewise concerned and repre 
sentatives of the private interests aise concerned and of the publ While this 
committee seems to be failing in reaching its highest possibilities owing t« ( 
of funds and direct legal authority, it appears that this type of approach is the 
appropriate one. That is, the interests of various sections of the United States 
vary so much one from another that it seems desirable, rather than that one 
single Federa agency should have responsibility for all areas, that responsibi 
should be broken down by regions having relatively comparable problems 

Th s yiew secms fo be supported bv current events Mill ons of dollars have 
been expended in the Mississippi and Missouri Valleys for the constr tion of 
levees and some flood-control dams, the futility of whicl s evident from the 
vast destruction bv floods in 1951 and just now When w ompare this ture 
with that of the area under development of the Tennesse Valley Authority 
where similar flood conditions have been well-nigh controlled, while treme 
dous supplies of electric power have been made available at minimu cost 
seems that the wisdom of the latter course hus been proved beyond peradventure 

My obse n of even eads m he con s I he Congress ! 

WW 1} { g ‘ othe ‘ on 
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interests of one kind and another And fro 


at 


chief source of opposition is the priva 
assured of the purchase of federally 


wuld support heartily the multipurpose 
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\TEMENT OF UNITED STATES CHAMBER ON WATER RESOURCE DEVELOPMENT 
BENEFICIAL USE OF WATER 


The Chamber believes that the beneficial use of water has become a composite 


1, State, and Federal 


problem, for the solution of which individuals and the local, 
Governments may wisely expend funds upon carefully planned projects, provided 
the test of financially sound investments after all benefits, 


ft 


these projects stand t : 
costs, and damages have been fully weighed 
Conservatiol d contro! of the waters of the United States, although in the 
national interest, are not the sole function of the Federal Government. On the 
contrary, that which can be accomplished by private initiative should be so done, 
ind that which re ires collective action should be done at the lowest govern- 
el practicable Che Federal Government should I i overnments 
nd s n the conse n and control of waters and i f « ge in such 
ivitie ( he collective f the whole Nati is necessary for 
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detriments not subject to sound accounting procedure should be indicated as 
clearly as possible so that their possible influence on project feasibility may be 
weighed 

‘The report to the Congress should « learly State: 1) The estimated total cost 
of the project; (2) The estimated costs of actually fulfilling the respective func 
tiohs of the projects ; (3) rhe estimated allow ations ol HSSCSSIMCHES O| Costs 
ugninst the respective functions; (4) The anticipated values of and revenues 


from each such function; and (5) The proposed application of all revenues, in 


cluding interest proposed to be paid to the Treasury Full disclosure should be 
made of all pertinent information, including the amount of the subsidy, if any, 
which the project should receive under the propose | piaih, to the end that Con 
gress nay uct with full information, that the costs sh be plainly stated, and 
that no subsidies shall be concealed 

Projects should be authorized only by Act of Congress he athorization 
legislation should specity, on its face the proportion of the hnves ent to be 
illocated to each “beneiit” or purpose These allocations should er botl 
capital costs and annual expenses, including interest perating expel : epre 
( 0 imorti n, tuxes dseve ot] el KIM |’ . 
should be made for Compensating State and local governme 0 es 
lands occupied by the Federal Government for purposes wh as re nati 
hydro power and flood control Wherever practicabl hose benefited direc 
ovr indirectly, by any functions of a project, should be sessed for pro nate 
part of the costs . 

All authorized but I iplet projects should bay he nalyses re 
examined and be reap} sed from time me, in the lig ( ging price 
evels na ece I sto! ke sure that ihe estimates are reason 

orre ~) The j ble ele rm ( ite f he reestimated 
costs nd ) The proj $V complish the a ed | poses 
I ) YDRO POW } 

Che chamber believes that the Federal Governme! ould not build any dams 
| il for pov r | poses unless such projects are wibli nter 
est and are Clearly beyond the reasonable scope of p ef erprise i should 
not enerate eee ) ‘ in da except a l if 1 l ppropriate 
fu i e Fede (,overnment Che Federal G eC! ( l not co! 
truct steam-electric plants or in any othe Way assun i esponsib y of 
power supply to any section or area 

the chamber recomn as hat where power! in Db an a ¢ eal 

Fece utipurpose d the power sl d be ¢ r f wholesale t 
tting the inst tior paowe | ‘ ! \ if ¢ L es el 

! ! ! nce witl e Fede! Water P \ \ ] 
hs ‘ | T rhe “ft ol ede! ’ pert is \ ( ( ( ermnse 
nice ‘ 2): 4 gy tl vem v Y Se 
he f g wate iS W clone Hoove ) ) s ! he power at the 
1. } ‘ ad erm con = W ou l ( ind 
wit liscril preterel imong the Dy OW con t 
ay Ww he the bkedce G Tiline na ( | a ( tl ada 
=! ld it nder specif ETessLoO ithoriza ! na say pr nstruct 

< 3 ) facil ¢ witt if D 1 tT existing t! is n facilities) 
n ( irv to del eT Al ~¢ Lhe pe I on i - t . ‘ ‘ vi hie 
discrimination 

Both electric companies nd Government powe! encies are engaged in 
the utilit business They make identical use « t) ber Governme 
nterest in land and water resources by developing Vdroelectric power! The 
render practically dentica services to the public ind hey have practic 
the same effect on interstate ommerce The chamber therefore ecOoMmmends 
that wh Federal regulations of the power indust1 ire deemed necessny 
by the Congress be applied to the utility business as a whole, without d ! i 
tion or preference to any particular group of operators or consume 

The Comptroller General should be vested with jurisdiction over the applic: 

of all revenues from multipurpose projects, with authority to require the 
ipplication of such revenues to the purposes prescribed by Congress Interest 
collected through the rates charged power consumers should be p 1 over to the 
Treasur is hire for the Federal money invested, and shoul t be applied 
or accounted for as though available for debt retireme 
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WER POLICY 


RECOMMENDATIONS ON THE GENERATION, TRANSMISSION AND ALE < FEDERAI 
ELECTRIC POWER 
(American Public Power Association ) 

LNTRODUCTION 

For almost 40 years, the power program of our Federal Government has 
grown like ‘Topsy | has bee n flue need, espec ally during the last 20 years, 
by major amendments to existing laws as well as new legislation, such as the 
TVA Act, designed to apply only to particular regions or to solve special prob- 
lems, such as electrifying our farm areas. Until 1930, power was an incidental by- 
product from dams designed primarily for flood control, navigation, irrigation, 
and providing water for domestic and mu pal } U ie, the 
total installed kilowatts in Federal plants was 01 OO0 Beginning with 
Hoover Dam on the Color Rive there ‘ ed ep f huge dams 
vas ese! rs val i large blocks ¢ vi l ( nd the 

eed for ove ‘ of al r | tta he from the 
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Federal wer project 
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nan 
for Federal power projects and these 


any administrative determination of fe: 


( view should be prov 
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Vultiple-purpose 
1. Allocation of ct 
respect t the 
these policies and pr 
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(6) All administr 
made subject to revi 
VI. Recognition of 

control of water 

] Investigation ar 
States should at all 
development of the 
rights in water util 
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proj CTS 
(a) Congress should fix policies and practice with 


capital at Federal multiple-purpose projects and 
actices should be uniformly applied upon all projects. 


upital 


ition of 


ative action with respect to capital allocations should be 
ew 
lor interest in Federal projects for the utilization or 


The United 


id reports respecting proposed water projects 

times recognize the rights of the States in determining the 
watersheds within their borders and their interests and 
ization. ‘lo this end, investigations concerning any pro 


conducted in such 
State 


utilization and control of water should be 
available currently to every affected 
m and opportunity maximu! 


information 


t m and 


Ae 


estigati for 1 consultatic 


cooperation Similarly, reports concerning any such project should be sub 
mitted to every affected State for comment, criticism, or recommendation prior 
to the authorization of any construction work upon the proposed project, or, if 
the report be for submission to the Congress, before such submission 

2 Local participation in operation of Federal pro t Che r intere il 
every Federal project for the utili on and contre | er should receive recog 
nition, and local part pation shi d be it ted to tl es KTer onsisten 
with the resyx nsibilities f the | ited St { Such | mrion iv he 
ichieved through log D hearings, local represet o! ! ng | 

dministrative boards d Is nd by ¢ er mean 
VII. Rural electrification 

1. It is in the public inte el fy our Tr yas p 
sible Suftlicient funds—both fe idminis ve and purpose hould be 
provided by the Congres S needec 

2 Present powers of REA to finan enerating plat | ne 
and acquire propertie sl d be continued 

» More extensive financing of Se n ru we 
should be undertaken b ppropl encies 

Adopted | the | d dire An < | n, Sep 
tember 26, 1949 \\ g I. 

hk 0 \ tl |’ ? ‘ 
WW Ly 

Wi " over ( } be 
the Pacific N hwe l nd G 1 ¢ 
i! Bont ‘ }; x Ad ‘ 
work; and 

Whereas tl I | ( ( R 1 

s trib ries er | . pl ( if li Alb 
Falls, Chief Josep! 1 MeN ( 

Whereas the indu deve | ft he N . } ite 
in these developmet ry r needs and th nt t Northw ‘ 
tremendous industrial plants and establishments prod g ‘ nel ¢ 1] 
ment essential to defet o the extent that demands f t power f the 
and for the region’s normal growth have increased me | v tl n be ‘ 
by the present rate of progress in the struction of pr producing plants now 
authorized and/or being built by the Government: al 

Whereas this has resulted in an at power-short ‘ ke oO las 
throughout a considerable period of years in spite of th f Federa 
agencies » add to the wn elect power gener pa b he tr 
tion of plants of their ow and 

Whereas this situation, which is not of the Northwe i g re rd the 
sound e n development of the area, and reduce t ( ribute 
adequate to national defense Now, therefore, be it 

Resolred, T) the American Public Power Associat urge the Congress of 
the United State America to make available and t ore here necessary 
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the appropriations now requested and required to maintain on schedule as now 
determined the progress on its construction projects on the Columbia River now 
under way and to give immediate consideration to appropriations to start 
projects which it has already authorized but has not begun; and be it 

Resolved further, That the association by proper representation to 
urge the Federal facil new legislation if ; 
by any other practical and proper the construction by non-Federa 
public agencies of power developments not presently ed for development 
N rth ect 


hew 


Congress 


Government to itate by necessary, ane 
measures, 


authori 


by the Federal Government to the end that the people of the Pacifi 
may meet their mounting power requirements by thei own developmet! 
resources \ I heir are 
I ( S 
Wher he American Public P ‘ Association is D ga ‘ 
nu) 0 d eles ‘ tems ded ed 
l ( e ef ( | ! ect 
< Achieve greater coope! on between public plant 
Protect the interests of pub own l es; and 
t) Render services members in the eld of m ge 
engineering, design, construction, researc] inting al ‘ } 
and legal p v:iand 
Whereas t Amer! n Pul P ( \ ition mn Senpte by 26, 194 
adopted a Fede1 power pr \ vhie designe establisl ny 
relationship between the Federal and ik igencies—namely, municipalitic 
cooperatives, and other public-power age het ghts of the ca 
public agencie should be recognized leve droel ( ‘ 
sources and local public agencies should construct transmission lines and ke 
federally produced power to the extent that they are willing and able to di 
and 
Whereas there exist nu agencis he gene ! . ! 
distributior elect! powe h do not depend upol e Fede G 
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load to the maximum extent they are able and willing to do so upon terms 
that are fair and equitable to other public agencies served by such facilities ; 
Serve customers other than public agencies directly, only to the ex- 
gencies are not willing and able to do so; 


ntract relationships 


(Cc) 
tent that the local public-power 
nitations in their co 


(d@) Avoid restrictions and li 
lize control in Federal agencies and deny the right 








which tend to central 
of local public-power agencies to develop their own systems and manage 
their own affairs; 
. That this association offer its full cooperati t] S ‘ of the 
ior in solving is mutua roblem. 
\ WA 
W he t AY I n Pul e Powe ASSO ) | 
ized gel ! ssity fo1 . ou "et y 
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money that the consumers pay is not made Vailab to the Treasury for the 
payment of interest on the nat | debt Ins d, the kedera | ‘ I 
cluding these same power consumers i , ‘ ‘ re ’ ‘ re] ‘ 
the interest which is collected powel é l | divert ( ibsidize 
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